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FORMAT OP. HEARINGS ON FARMWORK ERE; I? RURAL AMERICA

Th© subcommittee on Migratory, Labor ciniducted public hearings -
in Washington, D.C., and in San ,Francisco and Fresnp, Calif., dur-
ing the 99,41 Congress on "Firmworkers in.nural AmericaP .These.

heaiings are contained in th© following parts:
Subject matter

Part 1: Farmworkers in Rural

Part 2:, Cho Owns thy Land?

Part 3: Land Ownership, Use and Distribution :
A. San
B. Fresno
0. San Francisco

Part 4: Role of Land-Grant Colleg.es:
A
B

Part 5: Appendix: A and B..

-Hearings data
July 22, Ipptember 21

Ord 22, 1971.
Novembfir 5,1971.

January. 11,1972.
'January 12,1972.
January 13,1972.

oll'utte 19,1972.
June 20,1972.

4

7



a

11,CONTERT§

STATEMENTS $"°
.

.Before the Subcommittee on Monopoly Of the Select' Committee on Small
Business, U.S. Senate, hearing on the role of giant corpoiations in, the
American and world economies: .

Goldscitmfdt, Walter, - professor of anthropology, University of Cali- Pass
fornia, Los Angeles, prepared statement, March 1, 1972 ------ ........-- 3306

,Gfeene, Sheldon L., National Coalition for Land Reforin, prepared
''' statement,'March- 2, 1072 ,. tr 3387
Nelson, Hon. Gaylord, a U.S. Senator frouilhe State of Wisconsin,

opening statement, March 1, 1972..............,................. ----- :...---. 32f0 -,,
Raup, Philip M., professor; Department of Agricultural and Applied

Eanoinica, University of Minnesota, St. Paul, Minn., prepared state -
fuent, March -1, 1972 ... 13845,

Itbdefeld, Richard D., profesor, Departmelit of Sociology, Michigan
State University, East Lansing, Mich., prdpared statement, March 1,
1972 .

- "7 I.'.. 3243
Wilkening, Eugene A:, professor, University of Wisconsin, Madison,

Wis., prepared statement, March 1, 1972 *,3329
Witmer, Ed, vice president, publiii relations director National Federa

tion of Independent Business, Inc.,. breilared statement, March 2,
1972 3365

ADDITIONAL INFORMATION .
Articles, publications, etc.:

. '4A Profile of California Agribusiness," Agribusiness Accountability
_Project, Washyngttfn, D.C.; January 1972 3055,

"Arvin and Dinuba Revisited : A Nev i Look lit Community Structure
and the Effects of Scale of Farm Operations-," by Bruce L. LaRose,
graduate student, Department of Geography, University of Mimic-

"Corporations Having Agricultural Operations,?' Agricultural Eco-
npmie Report No. '156, April 1969, Ecownic Research, Service,

3137"Economie4 of Size in Farming," Agricultural Economic ReporeNo. 107,
February 1967, Economic Research Service, 3467

"Our $1,000 Largest Farms," Agrkultural Economic Report Nth 175,
March 1910, Economic Research Service, USDA____________ _ 3170

"Who Will Coiltrol U.S. AgrieultureT; policies affecting the organize-
thmial structure of U.S agriculture, University of Illinois special
publicatipil No: 27, August 1072 ° 3409
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A'GRIBUSINESS.ACCOUNTABILITY PROJECT
cc.

1000 Wiseoncin Avenue, N.W.

* Wanhington, D.C. 20007
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A Profile of Californid Afr,r1business

L
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Preface

( 3056

Thin "Profile of California Apribuninenn" pubiinhed
by the Agribuninenn'Accountability Project neehe to
simply show the general vide =end involvement by
all negment^ of American big.businens in n

No effort has been made here to lint all of the large
corporations who are involved in agribunivnn. tie
desire merely to show that the once olear line between ,
the re.rn1 farmer and the urban big businesnman has now
benome.elmost indintinguishable.

All financial figuren uned are for 1970 (unlesn
otheruinc nrecifically noted). The numbers which
anima): in paranthenin onuonite narlmt Value,
Revenuen, Ansots and Profit signify that corpora-
tions renrective niece in the national ranUngs
recording to Fnrben Dimeneinne of Ancinan nurinerr
Annual Director 15, 1971). .

A generous portion of the information uned in pre-
paring .t;lid profile wan drawn from the pUblic files
of varioun government regulatory agencies, nuch an
the Securitien and Enchange Comminsion, the Federal
Trade Communion and the Interstate Commerce,
Comminnion,

Annual company ntochholder reports and proxy
ntatements were examined clonely and varioun
trade publications and major newanapern and maga-
xinen lil:e the Wall ptreet Journal and the ten°'

NIF earths Amer were read closely each day.

Thin profile in rart of the continuing effort by
the Agribusiness Accountability Project to not
only document the nature end extent of the role
in hip: buninenr.in rural America but make these
cornorationr more accountable to the nubile
they should nerve.

A.V. nrobn
Staff Researcher
January 7, 1972

1
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ANDERSON, CLAYTON& COMPANY

P.O. Box 2538 Houston, Texas .77001

'Financial Profile

Market Value: $117,629,000
Revenues: (272) .*639,077,000
Aeaete: I $345,956,000
Net ?fait: $ 12,373,000

Chief Executive: T.J. Barlow
Total Remuneration: *141,000
Value- of Shares Owned/Controlled By:

Physical Profile

.No. of Employees: 18,000
Owns 52,000 acres in the Sen Joaquin Valley (30,738 acres located

in, the Wentlands Water District
Divisions and subsidiaries-- seerfollawing Pere

$302,000

OPeration Notes

Agribusiness Income - 6811,of total
In,1969 Vinta del Llano Farms
lensed 7,180.51 acresin Fresno
County from the Southern Pacific
Company.

In 1970 Vista del Llano Farmb.
lensed 7,180.19 acres in Fresno
County from the Southern Pacific
Company.

ASCS Subnidy Poymentn'
1970 41,105a62
7.969 $ /78,624
1968 ' $ 745,647
1967 ' '

1966 ........,. $ 422,840

757727173

Intoreopnettirrr Directorates

FARMING
Unfavorable weather conditions adversely

affecting cotton, safflower and &falls yields
prevented the Vista del Llano _Farm operation in
the San Joaquin Valley of CAlffomia from
achieving anticipated multi for the year. How-
ever, returns proved substantially better than in
recent years, with further Improvements
expected In 1972.

As svith moot Commercial farm14 opt/talons In
California, andsnany elsewhere, it has become
extremely difficult to operate this farm profitably
because the large and frequent increases in lebor,
water, tax, and other costs cannot be. fully offset
by Increases in prices of firm producty, most of
which In frequently in surplus supply. These
conditions have In turn depressed sales values for
the land, Which is currently well suited only to
farmIng.operativols. Nevertheless, considerable
progress is being mode in.contInuing efforts to
convert various segments of this large and
scattered farming activity to an adequately
profitable basis,

1970 Annual Rerort

Johns Hopkins Hospital; Austin, Dabney, Northrop & Garwood (law);
Fulbright,Omooker & Jaworsti (lpv): Morrell Stanley &.Co.; Rotas,
Moyle -Dolls AC.Union Inc.: Rivinna Foods Inc., among others.

Nt.e.

10
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ARDEN-MAYFAIR, INC,

2500 Soutti Garfield Avenie, Lon Angelea;NCalifornia 90054.

t.

PinOlheial Prnfile
.

Market Value: $ 20,184,000 .,
-Revenues: (276) $630,000,0004
Assets: . ,' 4135,000,006,7k
Net Profit: $. 2,823,000:

Chief Executives A.3. Crossen-
Total Remuneration: $75,000
Value of Shares Owned/Controlled.BY: Not Available .

12,317 stockholders and 2,784,606 common shi6es of stock Outstanding.

Physical Profit. .

A
No. of Emoloyeest 10,400
222 retail grocery stores and 41 plants and warehouses'

.

-Divinionsi.and subsidiaries: Gelnen's Market Division, Richards
A Market, Market Confections Inc., S & A Discount PoodstiMayfair

. Markets, A & M rood Services, Parr:Ws Ice Cream Parlour, GPS
Amanufacturere and 'sells water treatment equipment and pool
chemioala), Arden Dairy Division, Ardco/no., Camellia Diced ``°
Cream Co., Enterprise Equipment Inc., Artco Printers and Litho,
A & M Notes-Inc., Rioharda Lido, Inc. and A-M Properties.

....-

Recently Acquired Telautograph Corps (message and transmission
eqUipment) Adoh at the time owned 300,900 shares of Arden-Mayfair

9114kAtI2n Notes r
Groceriep are purchased and delivered from "independent wholesalers.%

V.

April 28, 1970 the Federal Trade CSmminsion tentatively accepted91:
consent order that prohibits Arden4faifair, Inc. from accepting
legedly illegal brokerage services on purchases of grocery pro-

d1eta. Benides A-M the order named ChambOsse Co. (Los Alamitos,
'Calif.) and Malsey K. Chambosse, an official of the brokerage oo.

,.. The FTC claimed A-M was using Chambosse an. an agent in- $rchaning
of nrivato label grocery products from various 'sellers. re-
ceives valuable brokerage services from7Chambopse without' paying
apy.brokerage. (Detailn.Wall gtreet ;Wirral, April 28, 1970.

Innterne Direnteraten .. -

847
Mitchell, Silberberg &IRturpo(law);; Volley National Bank (Phoenix,
Arizona); Rhoten, Rhdten & Sp-eerstrp '(low); Northrop Comvamong
otherq, v

a 4.
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BANGOR 'PUNTA CORPORATION-.

One Greenwiab Plaza, Grebnwich; Connecticut." .

Financial Profile.

Market .Value:
RtvenueS:
Assets: .

Net Profits:,

,S1

32,240,000
342,186,000
3.47,527, PP°I -1110,000

Chief EateoutiVe: D.11.4 Wallace
Total ;Remuneration : $100,000
Value of Shares Owned/Controlled By $274,000 . (common stock)

Physical. Profile.

No. of EtPloYees: 9,000 .

Subsidiaries: Piper Aircraft Corp.,, Piper Aircraft International,
Balboa Motor Hones Duo; Featherwefght Corp., Jensen Marine, The

Co..,-Kinney The Lars Co., O'Day, Ranger Yachts, Rent-A-XrUise
' America Seagoing floats., StaXcraft Co., Yankee Notqr Co.,

0 & 14 Manufacturing Co., Waukesha Motor Co., Waukesha 140tor,
Western, Ltd., Producers Cotton Oil Co. (see below), -General.
Orginanee Equipment Corp. The Identi-Kit Co., The Lake Erie
Chemical CO., Pacific T.echnice:,' Smith &,Wesson, Smith & Wesson-

SMith'&.Wessork.Leathe,r Co., ,Sthith & Wesson Pyrotechnics,
-Xnd., Smitly& Wesson See.uzity.Services, Stephenson';CO.,. Barker
Hanufadtuning Co., Bartlett-Snow,' ll'ECO, .Jetstream Systems CO. $
Pettedo-Aire, and five internatiOnal companies. :

....-

On'er'ati on 11Otes

Agriculturil 'pales .

Contribution . $40.7 _Million"of the tote]. 4293.6 million
Agricultural:Profit '

Cont;ribution $ 1.3 million of the total t]. 8 mcLl oh`

Producers Cotton a3,lk Company: (South Lake Firms)
-owns 60,000 acres and leases anther 40,000 acres in the

b.oaquin Valley and Arizona..; ,

-Antegrated grvaing,.procesSing,'..Warehousing and merchandising
of cotton. and agricultural produce;; vegetable oil and animal
fs ea .processing and manufacturing.

-propetties'end:depreciation..and subsidiary - see following nage

,47 . . fInteroonneating Directorates

Bank "of America N. T. & S.A.;,..Lone Star' Industries; thited Brands,
-.among others. 4,



1.' *, (3)'-Frepettles end Depreclatien:
Properties and related accumulated depreciation at September 30, 19711
consist oft

Annual "4" "'
fropertles, . Cates of A=umulansd
-st Cott Depreciation -Depreciation

Land 3 3,41a,si3
Farm Lands . .... r '11,755,717 :4'
cunning and

Improvemenle 30,894.1311 2,51010 %, 9,759,713
alaghineryaystrEquipment 74,511,422 .514 to 3344% :46,109,92i
Leaseholds 21123995. Term of Lease 995.0111

. , 3123,328,113 n 9119944,970

Farm lands and olliel,p(opertiet of Producers Colton O( Compar17..11):#
consolidated subsidiary. are,SubSlantially pledged under debits nt %rush's/A
mortgages to secure certain Insurance company Mani and bank loins,
.The aggregate amount of depreciation' charged, for Pie fears ended
September 30, 1970 and 1969 was 51,636.753 and $1,305,120, respectively.
The 'excess cost over net assets of companies acquired. is considered le

- have a continuing value over en Indefinite period and Merelore is not being
*Mortised.

Producers'propcirtlea are an asset believed to have a market
value nowand more so in thdrluture-subslantiaily in excess
pf our St million carrying cost. Proposals are being readied r

gaways to Improve returnslrom this land, The Untersity of
11111ilornia has completed the first phase Of a preliminary study

of th&San Joaquin Valleys west side, Indicating kidng-range .

Potential for urbaniza ,n and Industrial development in the
agricultural region.A good sh'are of Producers' land Is .

# located in this ate, which is bisected by the mammoth San
Luis Canal and a new treeweyconnecting San francisCriand
Los Angeles. Additional studies are aimesiet deVeloping.stilr
other land is small "Ranateros".:subdivisions;atill real
estate investment programs.

.

*
'- 1970 Aeauel Report

Producers Cotton Oil Co.
1969 leased 4,440.85 acres .

in Kern COunty.from the
Southern Pacifid. Co.

South Lake Parms*ASCS Shhsi len
%,875,1970

,.. 1969 ..... 61,788,052
1968- 114177,320
1967 - t1,304,093,
1966...., $1,408',696

4.7,613,615

V

"'condensed balance. Sheets of Prod4 Finance CO,, 74192y aned b5.16.
ducat! Cotton Oil Company (a subsidiary' of Bangor Punt!).are as fell0ws'

,
Piodeci Finance Co,ConrIensedMafanse Sheets

,1`, i . Seplentbm 30
+ .Assets 1970 1999

Oath ....
,, $ 25,000 $ 25,Notes and accounts receivable 7.3013,W9 LOS.. Lbaris and advanqes to groweti ,. .1015.987. 27.30 1Crop loans to paredfc6MPanY

owned ranches
Deferred charges

2,4111,890 5,529352
1,224

"

1,761
9251487,419 $4 120 ,iii, 3

liabilities add' Capital .
.

:Loans payable 10 banks . . ..... ,..,....g.., $10,450.179 925.0453144Accounts payable and accrued expenses ..,,' 951.741 530;404-ShortrerM advances horn parent company ... 4,213 702 1.984,503

,
917,992,322 $33.294,0, 51

1'Parent cOrripany Investment:
.

Subordinated loans 4,000,000 4aeoaceAdvances
..... .. 3,723,523 ' 3,787,798Capital slack. 25,000 Shares

. 34 par value 25,000 25,000 .
Retainediearningtbeginning of year .27,147 15,959. Add net Income (revenues 92,515,534

- 11111
Retained earningsend Of year 49.574 yllE

. ,.., 7,795,09i` 7.939,915.
' 925,487,419 041.120.619--.--

leas expenses of $2 489 107 In 1970) 19427'. 1,1

PrOducers Colton Oil Company is obligated to loan Prodcb finance Corn. .pany up to S4,000,000- subordi lad to the bank loans, and has also
guaranteed 20% of the maximur emoilawadvanced by tanain

banks to .Prodco during the year and with rasped to Ma principal bank has
guaranteed the 20% or 94.000,000 whichever is greater.

.

Certain operating units and the Investment In $1,5170.000,printipal
amountA. M, Castle & Co. 4% convertible debenture* are planned lobe sold orliquidated. For the balance sham, the aggregate net tassels of these unitsend the debentures at September 30, 1970 have been Shown as "Net .Assets of OperationsaBeing Discontinued- and the statement of consoli-

dated income inelndes the result of operations of these units es "Income' (Lost) of Operstione DeWitt Discontinued."' Subsequent lo September 301570, thrall ',such operating ontte4bile lin Company. MeIcalF'& Eddy.N Inc, and Connell Associates,
Inc.), Whos1481 aseels comprised appmxi

maleiy onehall of the carrying amount on the balance sheet, were sold. tot art aggrepalo consideration of approximately $17,000,000. Of the-pro-
, coeds, $10,000,000 wilt be paid 14 permanent eduction of the tong-terM
debt, The profit realized will be deferred pending deternanalihn 01 theminks of sale of liqUidatkin or the remaining- bits and the taxelleckl,thereon.

1970 Annual Report
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BANKAMERICA CORP. (Bank pf America N.T. & S.A.)
, o '

P..O. BoX 3415,,RAIcon Annei,San Fran9isco, California ,04120

. Financial Profile

(39)
(94)
(2)
(25)

02,201,920,000
S1,489,255,000

, $29 739,902,000
$163 878 000

Market Value:
Revenues: . -

Assets:
yNet Profits:

Chief Executive: A.W. Clausen
Total,Remuneratran: $168,000
Value. of Sharps Owned/Controlled By:

Physical Profile.

no. of EMployees: 36,060

(

977-branches, in California

Ohn a 5% investment in Envirotech Corp, I.

Wholly-owned subsidiary - Western American Financial Inc. (purchaheh.
paper of real estate developers)

Claims a $125million real estate trust ,

Operatiofl Notes

Made over 100000 agricultUral loals in the years1960-1970.tota1ing
over.. $10.5 billion

1970 = made 8600 loans to agriculture totaling.$1.5 billion
Claims the number of agricultural loans is decreaping but the Size

or-Jam:hunt of- loans, are increasing

In 1966 helped finance a $70.million fertiliter plant.in India
to be owned jointly-by the bank, Armour & Co., U.S; Steel and

priVately-owned Birla Industries.
In 1968 the bank helped establish the Agribusiness Investment
Corporation although bank officials .denied any "official"
connection with the Corporation. In 1968 the Agribusiness.
Investment Corps received:a $9,001.ASCS subsidy.

Interconnecting Directorates

Littoh Industries; Pacific Mutual Life Insurance Co.; Producers
'Cotton Oil Co. Bekins Co.; Di Giorgio Corp. (3)1 Broadway-Hale.
Stgres Inc. <4); Pacific Telephone and Telegraph (2); Sears
Roebuck & Co.; Dillingham Corp.; Times-Mirror Corn. (2); Getty
011 Co. (2); Levi Strauss PanAMerican Woild Airways;
Santa Fe Industries; Kaiser Industrieh (2); Southei&Calffornia
.Edison-CO.; McEnerneY'&-Jacobs (law); Norton Simon Inc.; Time,
Inc,; Chnsolidated Foods Corp.; Von's Grocery Co.; Stanford.
Research Institute,.American Potato'Co.: Prudential Insurance
Co.; Standard Of of California (2); Lucky Stores Inc.; Padific '

. Lighting Corp.( );, Hallmark ,Cards Inc.; Ford Motor Co.; Samuel
H. Kress Foundetion;-Foremo;sit McKesson Inc. ;. Newhall Land and
Farming Co., among; others. .o.

.

ea -13,1 72 :pt.SA 2
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TUE BAf4K OF-CALIFORNIA.,116.A.

P.O. Roi 3511,1Rincon Anne74-San Francisco, California 9410_t

Financial Profile

Market Value:
- $75,061,060

Revenues:. .' $128,120,000.Assets: (126) $11916,1L4.,000
Net Profit: $6,922,000

Chief Executive: Charles de BretteVille
Total Remuneration: Not Available
Value of Shares Owned/Controlled By: 'Not AVailable

No. of Stockholders: 7,069

Physical Profile

No.. of Employees: 3,856 ..IC:Offices in ClifOrnia.

Subsidiary: San FranciNo*and"Fresnotend Co.
In 1970 contributed $ .03 per share to consolidated
net income
In1969 contributed 4 .045 per share to consolidated
net income - .

Farmed 7500 acres'in 1970 as opposed to 5000 acres
in 1969 "a further increase is expected in 1971"

A "Fresno Land Co." received-a $16,111 ASOS subsidy
in 1969.

Operation Notes

Manages Safeway Stores Inc. U.S. Employee`Retirement Plan

Interconnecting Directorates

Caterpillar Tractor Co.1rX.G. Boswell CO.; Safeway. Btores Ino. ();
Fibreboard Corp.: *Southern Pacific Co.* Merrill Lynch, Pierce,
Fenner & Smith;.Boeing Co.; Broadway -Hale Stores Inc.; Cahill
Investment Co.; Di Giorgio Corp: ;' Potlatch Forests Inc.; FMC Corp.;
Western Pacifid Railroad Co.. (4); Times Mirror Co.; Pacific Gasdp & Electric Co. (2); Shell oil Co.; Bidder Publications; StaufferChemical Co.; PacificPacific' & Telegraph Co.: Del Monte Corp: (4);'\John Geer Chevrolet Co.; ;inter Co.;Natomps Co.; American PresidentLines, Ltd.;-Bogle,-Gates, Dobrin, Wakefield & Long (law); Pacific
Lumber Co.; Pillsburyf Madison & SutrlaW) (2)" M & T Inc.; U.S.
Leasing.International Inc.; Amfac Inc.: (2); Signal Insurance Co.;*
Ideal Basic Industries; Ketchikan Pulp Co.; California Liquid Gas .Corp., among. others.

a-

4
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CAMPBELL SOUP COMPANY

4
Camden, New Jersey': 0401 ,

Financial" Profile

M rket Value:.

sets:A
R venues: .

et Profits:

,

(92)
(179)

.(440)
(120)

$1,083,494,000
964,;45400
05,498,o0
62,720,000*

hief Erecutive: V.B. Murphy
otal ReMuneration: $24po00

Value of Shards Owned/Controlled By; '42,210,000
0

in. ,eeStockhoIders: 30,000 33,477.294 average shares eutstand ng

'Physical Profile .

. Brands, PrintiPaiplants, and Subsidiaries - see 'following page

No. of Employees: 30,000 ,

Companyclaims 25% minority employment

Operation& Notes . :

Large part of its Produce buying is through farm contracts

Interconnecting Directorates

-07.P. Morgan & Co., Inc.(2); Penn futUal Life Insurance; Armstrong
. Cork Co.;'White & Case (law); Sullivan & Cromwell (law)" (2);

Bank- of New York; Merck & Co. Inc. (3);.Bethelhem Steel Co.;
International loaper Co. (2); Bankers Trust New York Corp.;
Prudential Life Insurance Co.* Rockefeller Foundation; B.F,
G Odrieh Co.; Canadian Imperial. of Commerce; Honeywell (2);

eritan Telephone & Telegraph Co.; Drinker, Biddle & Reath
(law; Ford Motor:Co.; New Jersey Bell Telephone Ce.;,Phwr-
maceutical Manufacturers Association.; U.S. Steel Corp.; Equitable
Life AssuranteHociety of the U.S.; Interpace Corp.; Morgan ,

Guaranty Trust Co. of New York (2); John Wanamaker, Cities ,

SerVice Co.; General Electrie Co.; INA Corn.; S ott Paper CO.;
Smith Kline & French Laboratories; Internation Flavors &
Fragrances Inc.; Kimberly Clark Corp.:, Viacom nternational
Inc.; Federal Reserve Bank of.Cleveland; Ohio Bell Telephone
Co.; Provident Mutual Life Insurance of Philadelphia, Continental
Oil Co.; Allied Chemical Canada Ltd.; Braecan Ltd.; Canada Life
Assurance Co.; Falconbridge Nickel Mines Ltd.; Ford Motor Co.

i of Canada; Magnum Fund Ltd.;.TransCanada'Plpelines Ltd.; American
Re-InsUrance CO.; Phillips Petroleum Co.; Girard Bank; I-T-E
Imperial; among.others

8
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REOULAB CONSUMER SOUPS
FROZEN SOUPS

FOOD SERVICE SOUPS
BEAN PRODUCTS
TOMATO JUICE.
READT40.sERVE SAUCES
READY.TO.SEBVE

CANNED ENTREE&

COCKTAIL VEGETABLE .11.14E

GODGVA

, FRANCO- ,
AMERICAN,

SP,AONETTrPRODUCTS

SPAONETTIOS PRODUCTS
MACARONI PROBUCTS
SAUCES
GRAVIES

SWANSON

FROZEN PREIYAREO FOODS

DINNERS
BNTREES
BREAKFAST

'MEAT PIES

BREAD AND HOLES
STUFFING
COOKIES

"GOLDFISH" CRACKERS
FROZEN PASTRIES
LAYER CAKES

Kiaora

4RANRYN

CANNEO POULTRY PRODUCTS.: EPFICIENe
'enoloted 1 IAN onice11141AlthionO

.r ro.,..r.vr t:
FT'ilfL10,.Couwo-ay!. C4IP 4fka 411:

-r0.4 1 A - :.1.r.,..!!!
f.:

,,saffieithif
LISmidsiArsireil

*1'4
11144?

bV.i14*

..*.Z111161)041;041"iit.01010.:"."4;11

F61s._r ,
oil -1044644.41.:.47:44:%:1tS,"

',?..IttitnirfLY.AtI147:41.0.twor.D«!4s
'4:71101.1.tliDARoLDIftitalatr...rI' :"'

"NAP.1'
r,14/4001a44todago.410iiikit;,.

'.-TA14/C)7CIsfitstto. Um?). SL L4drys,10.6old..`.

4:notoitvffikare.--

:i.)7PISANC

o iTrucetcALY

PRINCIPAL-bUBsIDIARIES
Consiud1 Solos company ,,
Champion VAIIynarno;tAa.:
Clark marporattena

.Osidlya ChiseolaUtr, In
E. Harry's Corporallail -

Joseph CarimbeR Compay
. Papparkia Farm, Inwporated
LT W. L Whatley, In*.

Loan* °Waco, S. A,(111e4Ium)
Campbell Soup company Ltd (osondu*

soompbotEs tht Shuck*, SA, c.V. iMszlcu)
Campbell s Soups (AtisL) Ply. LImIlast (Australia)
Campbell's Soups Llmilsol (Orval Britain)
campbelt's Soups S.p.A. (Italy)

- 1970 Annr,:q. Report
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CARNATION.COMPAY

5045 Wilshire Boulevard, Los Angeles,
.1

California

:Financial Profile

Narket'Velue: (123) 10 867,--814,000

Revenues: , (159) $1053,358400
Assets: (489) 536,261,000
Net profit: (183) $, .1$ 45 883 I'000

Chief Executive: H.E.'01sen -
Total: Remuneration: $128,333
Value of Shares Owned/Controlled SY, 4738,000

PhyeiAal Profile

No. oftEmployees:
mik

Major U.S. Facilities

6arnation'4 Principal

UNITED STATES'
Evaporated Milk: CARNATION,

MbRNINC, COLIFCROSS brands,
TOPIC Pilled Milk
PRAISE NonDalry, Coarher

(Institutional)
CARNATION Instant Nonfat Dry Milk
CARNATION Instant Breakfast
SLENDER Diot rabd

'COFFEEMATE lionJairy creamer
CARNATION Doi Cocoa Mix
CARNATION Malted Milk Products
TRIO Dehydrated Potatoes

(Institutional) .

RIMMING NonDairy Coffee Creamer
(Institutional) 0

CIIEFATE Foods (Institutional)
WHIPMATE Topping Mix

(Institutional)
TRIO Gravy Mixeo (Institutional)

19,000

- neo following .page

U.S. Prodticts

TOPIC NonDa try Coffee Creamer
(Institutional)

Frosen Potato Product
THE SPREADABLES Sandwich

Spreads
CARNATION and BRENTWOOD

FresliMilk. Ice Cream and Coital.
Cheese

'
Frozen Novelties
CARNATION Yogurt and Dips .

CONTADINA Tomato Products: Paste,
Sauce, Puree. Stewed, Conned
Whole Tometobs, Sliced Baby

°Tomatoes. Piste Sauce
CONTADINA COOKBOOK SAUCES
CONTADINA Canned Fruit

(Institutional)
Fit 'SKIES Canned Dog Foods.

R1SKIES Canned Cat Foods
11UFFLT Cat rood ,

st

Interconnecting Direetorshins

United California Bank:. Wilmington Trust Co.; FMC Kidder,
Peabody ec Co., Inc.:, Seeuritk Pacific National Bank; Pacific
Mutual Life Insurance; Catty Oil:Co.; Southern California Edison,
lamolbz; ahem

.

9.0036

FR1SKIES Mix od Sauce Cubes
Dost

LFYTLE FRISKIiS Dry Cat Food
PRISMS Puppy Nod
ALIIERS Plapjeck Pancake Mix
ALBERS Corn Meal
CARNATION'Brewers Odle
/turns Pontiry Feeds
ALI1ERS Dairy find Beef feeds'
ALBERS Calf Manic, Colt Vend 4

ALBERS Hulse Fccd'i
A1.111:itS Specially Pupils :Ind

Feeding Equip:not
ALBERS ( ;rubs' and Ciiketitrate.,
MAN 0' WA It 1111114.f:ore Poilints
I1 ',AVER Clain Cionditinucr
1.y.tr.

.1mm,

- 1970 Annual Report
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.EVAIIIRATED MILK
andon torios

California: Gustino
Colorado: Johnstown
Illinois: Oregor.
Kentucky: Maysville
Michigan: Sherielad

Miulseippi: Tupelo
*illiissouri: Mt. Vernon

ow York: South Eroyban

North Caroline: Mattson!,
Ponnsylvt#: CaMliridge Spiinga
Tennessee: Muttrootboro
Texas: Sulphur Springs
Virginia: Claim" . st

Washington: Mt. %Imo
_Witt ifirginisci Clarksburg

Ratiolising lltatlone

4
Arkansas: Harlon
Californis: cigio, Turlock
Kentucky: )41: Storliny,, Da"nville,

Campbelleville,Dlasgow, Somerset
yorylind: Otikkindt ..
Michigan: ZIOYTYIDA

Miaiirsippl: NaldWytv; '
sour!: Asa, El DOrado

North.CCro1Gu : Albegnarli,MOnroe.
° Shelby
Pennsylvania: Corry.
Tonnessec Manchester, SI)arte,

WatertOwn
Virginia: Rifler, Stuart
Wort Virginia: Cameron

CAN MANDEACTURING

California: Guilin*, Riverbank
Canada: Aylmer' (Ontario)
Idaho: Nampa . .

I Kentucky: Maysville
Missouri: Mt. Vernon
Oregon: Hillsboro

penntylvanii: Cambridge Springs
_Texas: Mansfield

thington: Mt. Vernon
stonsin: Oconomowoe;Waumln,

Menomonee Falls

PROTEIN ISOLATE PLANT

iv

Ohio: Coshocton

CONTADINA FOODS

California: Riverbank, San
Woodland

McGRAW COLORGRAPII.

California: Darbank

TRENTON FOODS
- Missouri: Trenton

.-

DAYTON RILIA11,11 TOOL
it MFG. CO.
Ohio: Dayton

CARNATION now:nisi
POTATORS (PRONTO PACIFIC)
Washington: Mom Laki

.
?WU MILIC AND ICE CREAM
Milk and Ice Crean Plants

Arizona: Phoenix*
California: BEtersfield, Mondale,

Lot MON*, Oakland,
San Diego'

lowi: Waterloo
Oklahoma: Tulsa
Oregon; Po'rtlan'd

Texan: Houston, San Antonio,
Wichita PsIls

Washington: Srnple, Spokane,
igunnytkie '

IlyProducts Ms&
California: Fullerton, Stockton
Texas: 'Schulenburg

Distribution Branches

Means: Marton', Tucson, Yuma
California: Pembina, Fresno, Indio,

Lancaster, Long Beach, Oceanside.

"Sacramento*, Santa Clara,
Santa Maria, San Mateo, Stockton,

Nuys, Ventura, Victorville
MOsiow

Iowa: Fort Dodge, Mason City,
Oelwein, Waverly

Nevado Reno
Oklahoma: Murkogoo",

Oklahoma City
Oregon:Et/gene, Pendleton, Salein,

That Dallas

Totgs: Austin, Brautnont!, Dallas,
Fort Worth", Freeport, Lubbock,
Texas City, Victoria

' Washington: Bremerton, Richland,
Tacoma, Walla Walls, Yakima

'Moll Ice ever Morn:1in ofltlilion
"MOO) Stares only

II

20

'r

PET FOODS AND CEREALS,
Oakland

Missouri: Joseph.,
(know Hillsboro

Utah: Ogden
Wisconsin: Jefferson

ItrProduots Promoting Plants
Arkansas: Springdale
Washington: Seattle

0.°.a 4.,

ALDERS MILLING
Mills
California: Beaumont, Fresno.

Rod huff, Santa ROIL Stollen
Colorado: Ft. Lupton
Hawaii: Honolulu
Missouri: Kansas City
Oregon: McMinnville, Portland
Washington: Bellingham, Tacos* w

Poultry Ranchos **drag
Prornssing Plants

California: Santa Rosa, Windsor
Coltrodo: Brighton, lientit.rstut

fawaii: Honolulu, Walanta,Xwa
Oregon: Logan, Mi, Angel
Washington: Aublan, Tenino

INSTANT ritoDuars
mtnotc TAckseswin.
Iowa: Waverly (two plants)
Wisconsin: Chilton; Oconomowoc

CARNATION FARMS

ItegIstormi Holstsin and Pallid
flerefoill
Albora "'search Tacit
Deg Kenna/ and Calgary '
Washington: Carnation

*reeding Simko

Washintion: Carnntion
Wisconsin: Watertown

RESEARCH LABORATORIES

California: Van Nuys

DISTRIBUTION CENTERS

Califoettia: Slockion
Illinois: Rochelle
Indiana: Port Wayne

, Kumasi Elwood
Petitellvania: Mveleunt eburtt

- 1970 Armuni Reg.. t.
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, CASTLE Asp COOKE, INC.

A
Drawer 299b, Honolulu, Hawaii 96802

Financial Profile

Market Value: ((ig73) $248,i32,000 0.
Revenues $496,950,000
Assets: $447,362,000
Net Profits 1431) $,17,62,5,000

. Chief Executtves M. mataftwahton
Total Remuneffation: . $178,000 .;

Value of Shares Owned/Controlied By: $2936,000'

,,,,. Physical, Profile . i i

No. of Employees: 34,000

Subsidiaries and Divisions:
.

Dole Co., Bumble Bee Seafood., California and Hawaiian Sugar/Co.,
Royal Hawaiian Macedamia%Nut Co., Ocearilo Properties (California's
Sea Ranch), Barclay Hollander Curoi, Ales Mercantile, Arneson .

.Produots; Hawaiian Equipment, Republic Olasg, Thai-Americin Steel,
'Castle & Cooke Terminals, COmputer Servioes,'PLAN (international
agribusiness management and 'consulting,service), Castle & Cooke
Nast Asia,Standard Pruit and StestmshiO'Co. (which controls 37% ':

.'of the North American banana market).
.... .

°aeration Notes
.

°

$51520C
'458,2204
$420,019
$600,477
_$486.233
$800,718

11/ 111,060

$383,9580'

ASCS Subsidies
.

Awal Co. Ltd. 1966 Waialua AgriculEwa
Plantation Co

kohela sugar co
1967 Waialua Agricultural

.

Co. Ltd
Zwa Plantation Co

, Kotula Sugar Co
1970 Wai*Iui Sugar Company

Kohala SUgar Ca

$4,777-,205

I111=1,14(1PLACHPIDP0tcrataft

Wells largo Dank, N.A. (3); Safeway Storen Inc.; Hewlett Packard
Co.; Utah Conntruatien & Mining Co.; Owens-Illinoin Inc.; Stan-
ford ResearehInntitute, Honolulu Star Dolletin, Newhall Land
and Farming Co.; Bank of UT:Await Hawaiian Airlines Inc. (3);
Hawaiian Trust Co., Ltd.(4); An4radlo.& Co., Ltd.; Pirnt Insurance
Company of Hawaii (3); Hawaiian Telephone Co. (2); Pacific Hc-
nourcen Inc.; Gacco Co.: Latin American Arribuniness Development
Corn.; Voleoein Wntor Co.; Pillmon-Piro Citrus Asrociation; Ven-
tura County Citrus: Erchange; Sunkiat Growers, Inc.: Lap Panas
Orchard; Haualisn t;noutirien & ROalty Ltd; tmrnon Bros.; Cox
Bronacat!bin,!'Corr.i ::(0r^oon Povelormmnb Corn.: Pacific Lutber Co.;

TAbot, Watitin-Johnson Co.: Goncral.Eloctrio;
Floo.m C0.1 iiniol:f1 Hboli LtO: holunhl Corn.; Pitnt Lntion-1 13.1

of t r ,o1; 0.0.1Vic Po;: r tlierpmv+Ito no,.

21
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,
OONSOLIDATtoPOODR coRPORATION

. . . .

135-South Lnaalle Street, Chicsgo, Illinois 60603. .
. .

Pitinneial rrnriln
Market Value: , (1.07) $992,503,000
Revsmuest (89) $11570,170,000Annetta (374) 3726,099,000Net Profit: (147) $ $4,674,000

Chief fteoutivate W.A. Buziok Jr.
Total Remuneration: $162,000
Value of Shares Owned/Controlled Byl Not Available

K ,
Ztydoal PxAf11. 4* w
No. of omployeees 6o- 000

aubaidiariess and Division*.
Azar eitaCempeny

410 Rooth Fishes*
. Azar shelled and processed pecans and nuts.

llooth horn and processed fish and soalomt

Pelson Calmly Company
Mahe Frozen Foods,

. Mern.rilinropsts,ThinMints,fruit Creams and Flacks gusEtto frozen potatoproducts.cough d.

Mho,. of Sara LetHko lwood Brands

s and conv ergence foods.Sara tee ha good.- Payday, luttentut, Milk Shalte, Zero, Hollywood and 747 frozen ked
candy bats.

Ocoma Foods Company
/*tick Indeetdm .' -

Ocoma frozen and processedpoultryproducts;
)ohn tewhi, Mc. prepared convenience dinned.

topside, Fudgsiiii, Creamsicle, Dreanisicle, Chino and Monarch imituan.grixsch
Swinger frozen confections; packaging !or frozen
confer nom N,

Shasta Preet,IiS
%aid carbonated soft drinks. ,

One linters

rearCe404MIVAnSe4COMpany

. Food* and related items for volume feeding operations.

.(Continued on fallowing name)

Onion Sonar Company owns 11,000 -sorer* of lend 4n California and
746,000'shareo of Connolidated bode Corn.

Amerins Turkey Breeding Farms, Inc. (Ossicdnle, Calif.) owns: 3000 acres
of lend At six locations in the San Joaquin Valley

irtrchtfrilng anlItavAtri

-,ntomerics Corn.; Bank of Amoriem N.T. A S.A.: Time Inc., Conill
Corm.; BrOndwny Mir GtOrcs Inc.; Di Giorgio Corn.; %niter
Innuotrlen Inc.: Otandard 011 of California; Wells Ortrro RAM;
:slier, Ehrmsn, Write & lioAnliffn (lnu) t Rothnehild Enterorlors
Inn. (Invictmvnts), nmonr others.

13
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BEST Pri AVAILERE
.ibt,loves

.
Aris ladies gloves lot dress and spotti; isotoner Iody Suit; -

Hinds Ileautiful cosmetic gloves.

Cinadian Lady.Canade$e
Wonder Ira ladies found:lion garments, lounge and
swirnwear.

Country Set

AN,Count
Wein'

Cant Shirtma
Cant shits for rnen.

Rates LWOW!
Pest Knitting

Kates, Pat knitwear for women and children,

Pulitzer Tientakers

. 'Pulitzer ties and shirts.

a

I

sports and casual weir;
saiments,

*

Kole! Taylor
Kussel Taylor coats of simulated fur for men and women.

Sirens
Sirens ladies swimsuits, beach dresses and coverups.

Illoch and Gussenheinver
a pickles, relishes Andsauerkraut;

_ ,
Pql* r400$0,nr_

lilcAHips, Cubs canned pork and beans, franks andbeans;
Aunnecia,ndcondensed'soups.i

Michigan .frifkamsers, loc. _
.

Thank Au rairddings, pie fillings, fruit crisps, spiced fruit,
juices and vegetables.

Union Susi i Division
Union relined sugar..

Van Wagenberi-Feslen's (Holland)

Jonker iris frbits, vegetables and jellies.

Plasti-Kole

PlastiKote, Easy Way, Mr Prayand E.2 Kole spray plit
aerosol products Mel ing cleaners and lubricants; .

paint brushes,

Spectrum Fabrics

Spectrum fabrics for home decorating and furnishing.

TOrtd,ustries
Tyro electric trains and roadracing sets.

Na ti PACking Company

Cryan brothers fresb, smoked, processe'ir and cannitlmeat
products.

hi. E, Kahn's Sons Compahy

Kalm's and I hckory Grove fresh, smoked and processed
us pflehglf.

cot

28

Lawson Milk Company
Convenience stores in Ohio, Pennsylvania and Michigan
Production of Lawson brand food products sold in they:
stores.

Lawn Restaurants and Motels

L & K Restaurants and Motels

Lyons Restaurants

Manners Restagranb

Family styled and mcqls.

Abbey Una
Rental ind sale °I party supplies and corwakscent-
Vuipment; rental,o1 furniture.

Cote. Induotries
'Ma;kins drykes, prking equipment, labels, printing
services, packaging, office supplies, badges and uniforms
and advertising specialties.

OiripleManutatturins Company
Equipment and supplies used to chemically cleariand
sanitize trucks, rail cars, airplanes and other types of
commercial vehkles.

Minn! !Wilding Services
Maintenance and security for commercial and Industrial
facilities; Cid N' Care services for ground),

(Mord Chemkals
Chemicals used in cleaning, sanitizingand bacteriologro'
control in commercial and industrial facilities...,

Anthertlk FurnitureProducts
II, P. John Furniture .

Gem Furnitu
°Gond Tablet

re

Authentic, I. P. jtihn, Gem and Good Tables chairs and
dinettes, upholstered furniture, occasional tables, desks
and bedroom furniture.

Como Products Company

Conso trimmings and accessories for borne decorating
and sewing.

Como Publishing Company

"1001 Decorating Ideas "; "loot Fashion and Needlecraft
Ideas",

Electrolux

Electrolux vacuum cleaners, floor polishing and carpet
shampooing equipment arxy.geplies,

The Fuller truth Company

Fuller brushes, brooms and other cleaning accessories;
cosmetic; aids for the entire.family.

The Graber Company

Gra bee drapery harinvarr, and worulow wort %1091 It(

4,
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. CROCKER NATTOrAL CORPORATION (Crocker Citizenm Notional. Bonk)

One Montg;mgry Street,

Pinenoinl Profile

San Pranoin4o, California 94120
;

V
(363)

. $ 362,212,000'
(399) . $ t00,836,000
(32) 0,032,451000
(250) $ 34,176,000

Market Value:
Revenues;
Assets: :
Net Profits

Chief Exe4utive: E.G. Solomon
Total Remunerktion: $161,000
Value .of Shares Owned/Controlled By: $136,000

Shareholders: 17,662.: 10,452,277 average number

Physical Profile *
.'

of shares outstanding
.

ft

No. of employees: : 9,000

Subsidiary Crocker McAlister Equipment Leaeing'ihe.

' Operation /Totem

"Bank Trust Department administers largo Southern California ranch"
- 1970 annual report

/nterconnectinr, Pirectorates

Bechtel Corp.; General Motors; Southern Paeific Co.; Bekins Comany,
Berry Oil Company; Caterpillar Tractor Co.; DelMonte Corp. (4);
Yosemite Park and Curry Co.; Ma; Factor & Co.; Precision
instrument%to:; BroadwaY-Hale Stores Inc.; Levi Strauss &.00.1
FibrebOard CorP.;.Pedific Telephone and Telegraph Co.. (3);
Be w York Life Insurance Co.; Johnson, Bannon, Wohlwend and
Johnston (law); Sears RoebUek4 Co.; Standard Oil of California;
Moore Dry Dock Co.; FMCCorp.; Msreona Coml. Pacific National
Life Assurance Co.; Norton, Simon; Gibson, Dunn & Crutcher (law);
Pacific Mutual Life insurance Co.; Pacific Can and Electric Co.;
Di Giorgio Core.; Pacific Lighting Corn.; Alenkan Paokern
Association inc.; Canadinn Cannern Ltd.; Stanfoid Research
Institute, among (Ahern.

15
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DEL MONTE CORPORATION

215 Fremont Street, San Francisco, California 94119
4.

Financial Profile
Market Value: .(401) $103,515,000
Revenueas (254) $681,492,000
Assets: . (479) ,' 8545,784,000

cif
Net Profft: , 4 14;361t000

Chief Executive: A.W. Eames Jr.
Total Remuneration: $110400
Yalu* of Shares Owned/Controlled By: $571,000

Stockholders: 22,936 11,787,000 average number of shares outstanding.

PhYnical Drina,

No.'of employees: 22,000

Del Monte Corp. and eubsidiarien, operating facilities and serviose,
and Del Monte Products - nee following peg*. .

Operation Notes

Own 32,000 acres and lease another 77,600 acres
Canned fruits and vegetable:: account for 60-65% of their safes
1100 salesmen in 56'sales offices throughout the United States
70 brokers distribute Del Monte products to institutions
In 3,968 Del Monte spent $10 million in advertising,. 70% of the
amount going for television commercials.

pel Monte contraets,with spprofimately 10,000 independent growers
each year

UPWARD INTEGRATION - "Earlier I described hoW Del Monti integrated
its operations downward, from the cannery to the'field. But thin,

too, in a form of vertical integration --- the integration of
the food processor :inward to the service of the con/um:pr. And'
the closer we come to thin "perfect" integration --- to under-
standing and serving the individual consumer's needs ---,the
more interesting and challenging our business becomes."

A.W. Eames..7r., MAY 27, 1971

Interconnactin; pirectoraten

Bank ofColifornia, N.A."(4); Crocker National Corn. (4); Cnter-
Pinar Tractor Co. (2); BrOadway-Hale Stores Inc. (2); 'delta,

Fargo Co. .(2)4 Pillabury, Modition and Sutro (law), Pacific
Can and Electric Co. (fl); YoneAte Park, and Curry Co.; Pacific

Mutual Life Insurance Co.; American Telephone Telegrnrh Co.;
Western Bancorporation; Illinois Central Industries; Utah
CAnntruction and.Nining Co.; Firc!-:+an'n Fund American Insurance
Co.; Wyntoruade h Partners (foreign investments); FMC Corn.;
Mottle Lightin7 Corn.; SouthOrn Colifornin Edison Co., Trona-
emerica Corn.; Alostan Poctern Aaociation Inc.; University of
Son Francisco; Gmnrai Mectric; Pira ninim; Co.; Uoulett
Tocl:rd Co.: pirvt fuourity Corn.: Chyrrlor COrn.:.Amfoe, Inc.:

Ari9rirtnn W,Oin Pouth ItorCoro., mlorc* otltrn.

0
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Del pnte.Corn. and subsidiaries
pomeatic Oneratlans
PANNED FOOD DIVISION
California
New Jersey,

'Florida
Hawaiian .

.Midwest-
Mountain Staten
NorthwestSouthwest

-

pplum FRUIT DIVICXOII
SPHCIALTY FOOD DIVISIONS
SUBSIDIARY CMPANIES
Alaska Packern Asnoc.4 Inc.
Calpak.Properties, Inc. ."
West Sacramento Fort Cntr., Inc.
1Distribution.Systoms, Inc.
Granny Goose Fools, Inc.
O'Brien, Spotorno, Mitchell
Service Systems Corn.
Went Indies Fruit Co.
International Ommretions
Belgium Kenya
Brazil Lamle°
Canada Panama
Costa Rica Puerto Rico
Ecuador Philinninam
France South Africa .

GuAtemala United Kingdom
Italy Venezula
Japan

Operating Fscilitica & Ser4icen
0 VMS IsTUG PLANTS n
anne 00

Dried Fruits . -,.

Snack Foods 4 0
Specialities and

Frozen ?coils, -. 6 1
HLLATED FACTLITIrs

t. Alcohol & Vinegsr 2 2
Apricot Pit & Kemal .1 - 1
'Banana Freighters . 6 6
Banana Terminaln ; 1 4
Con Manufacturing- 11 3
Cnnningfatehinery - 1.

Cattle Peedinfl 5 1
Distribution Gcntern 9 1
Farad, Ranches, etc. 213 12
Lo]. Printinf7 1 -
Research inbn 4 1
scoa Farm? .. -1 Procen 6 1
Turr., Freeoin, :' Cterro
Tun] Traw.not Vbflrf.10

a

, ....1

: Onerating Facilities,& Serviced
-149%11167164121algailarflp

. w T -
Air Freight Forwarding -,,14 - 14'
Ocesn'rerminal 1 - 1
Trucking Oneration4, 4 -1 . 5
Warehousing 4 - 1..

Apns
SERVICES A, AcTallap

uilding mnintsnance 236 6 &::-.
FOodService Accounts . 617 - 617
Food Vending Accounts 218 - 21E'
Land SitesqDeveloament) 2 - 2
Public Restaurants 24 - 2h

Del Monte Product*
(---

16':'''

Canned Fruiter
Cannsdiyugetnbles
Canned and. Packaged Snecialities
Canned Juices, Juice Drinks,
Fruit Drinks, Nectars

Canned Seafood
:Pickles and Pickle ProdNots
Dried Fruits
Fresh, Produce ;

Prom rood SpeciAtier
Preparad rotato Products

. Snack Foods

- 1
6

17

D m Domestic-
I n Intorrntil
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MEDI GIORGIo CORPORATION

One Maritime Plaza, San Francisco, Catifbrnia

...-

Financial'Profile

Market Value: S',54.379.000
.

ReVenUest (434) A36%606000'
Assets; . $168..506000
Net Profit. *$ ' 3.1951000

Chief Woutivet -: Robert Di Giorgio_ .

Total Remuneration; $1200004 ..- .: : -. .

Value. of Shares' Owned/Controlled.My4 $295,0000

Physical PrPfile-

No. of: employees:

Divisions page.

Brandshite Rose.. Redi,rTea,:Ret,Ireasure Valley, Lade°,
Pilper.Pitter, Pil7Per,Palc, Trqept4nt.,Caveman, Roadrunner;
Californian. pal., Siesta -

:In 1970
"
DiGiorgin's operating prOfita were derived fro; these sources:

ConsuMer Products;
Distribution -: ' ;.. ,

rood Packaging and, Equipment Manufacturing 16%
Specialty Foods a:n(3 Products 30%
Leisure Products -

Land Resources and Shelter:
Forest Products and Housing4omponents 21%
AgricultUre'and Land Use

06eration:Notel

ASCS SubSidy Payments:
1568 O OO OO Soo," ',03;561"
1967 :2-22.1.242
1966

$201103:

DirecttictesInlerc necti

Telephone and Telegraph Co: (2)..; Bankamerica Corp. (2);
BaniCof America X.T. & U.A. (3); Broadway -Hale Stores,Ine.,(2);
Standard Oil of California; Bank, of Calitsphial N.A.; Cahill
Investment Co.; PaCific National LifelissUrance CO.; Union
Oil Co. of California; Vnionamerica Inc.; Union Oil Co. of
Canada Ltd.; New. York Life Insurance Co.;.Crocker Notional
Corp.; C.L. Peck Co.; Time Inc.; Eaiser'Industries; Consolidated
Foods Corp.; Newhall, Land. and 'Farming Co.. among others.



DISTRIBUTION OF FOODS DRUG$ AND SUNDRIES
c,

Metropolitan New York:

Philadalphis

MOuntairsS

San Francisco Bay Ares:

Los Angelas,Northern &
sumharn Calif.:

Data Processing Servicsc

Grocaries, frozen Foods, Pro.
duce, Fresh Fruits

Produce, Fresh Fruits

Grocerias, Protest Foods, Pro-
duce, Drugs and Sundries

Shippers and Commission
Sales Agents for Fresh Fruits

Ethical -and Proprietary Drugs,
Toilotriesand Sundries, -
Candy

New York, Los Angeles. San
Francisco, Boise, Idaho

AGRICULTURE AND LAND USE

FOOD PACKAGING AND EQUIPMENT MANUFACTURING

POrlion-Packagad Foods:
Worker Arm: U.S.

Food Packaging and Pro-
cessing Equipment:
MarkotAng: U.S.,
Eutaw, Australis,
Sotit6,Afriea

Planti in California and

Plants in California, New
York, Australia, South
Africa

ADREST PRODUCTS,AND
WUSING COMPONENTS

Lumber .& Sawmill Six Mills Oregon & Northern
Oporatfonc. California

Millwork It Seven Mills Northern
Ramanufacturinr California

Pre-cut & One Mill - Northern
Sub-assembled California

Heuseframe
Components

Soil Amendment Six Plants California &
Products Arizona; Oregon and

California sawmills
Aluminum Construe- TWo Plants Southern

lion Components California
0 oorkWindows,
Frames

LEISURE PRODUCTS

Recreational Vehicles Plants in California (3), Ore
& Accessories gon, Montana, Utah
Market Area:
Western U, S.

Casual Furniture: Plants in flaw York, California,
Philippines, Hong Kong

Market Area: U.S.,
Canada, Europe 19

Citrus Production: Indian River, Florida 5,200 acres
of promium-grada Oranges, Grano.
fruit, Tangerines

liear and Plum Marysville, California -2,500
Production: acres s

Borrego Springs, 7,000 acres - Condominium
California: Apartments, Mobile Home Park,

Shopping Mall, Golf Course

Danville, 233 acres Sycamore Residential
California: Community Detached %Town.

house Residences, Recreation
Facilities

Tahoe City, 17 acres -Star Harbor Resort
California: Condominiums

SPECIALTY FOODS AND PRODUCTS

'Citrus and Other Plants in California (71, Florida
Juice Products: and Holland.

Market Area:
U.S., Canada, Europe

Specialty Masts and Plant In Massachusetts
Snack Foods:
Market Area:
Atlantic Sates,
Selected metro
Markets

Plastic Cutleryi Matsu in California and Texas

M islet Area: U.S.

Candy: Plant in Belgium
MarkatArea:
European Common .

Market, U. S.

SUMMARY'

Diversifying from the bele of agricultural operations
which in 1957 provided 100% of Its operating earnings, Di
Giorgio has effectively realigned its activities Into two fast.
Wowing, more dynamic lines of business: consumer pro-
ducts (currently 75% of operating profit); land resources
and shelter (25%).

1970 Di0lorg10 Corn. Dircrtt

Ile
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DOW CHEMICAL COMPANY

Midland, Michigan 48640

Financial Profile
. ,

Market Value: igE21

Revenues:
$210223.770,000.
41,911405.000

Assets:
Net Profit:

00 2,779,8o2i000
O

-1n

.

. 103,387,000

Chief Executive: C.B. Branch
Total Remuneration:. 4103,012
No. of Shared -Owned /Controlled. By: 10,235

Physical Profile

No. of employees: 47,000

Divisions - see following- page

Brands: Tordon, Dowpon, Premerge, Tavron, Ruff-Tabs, Trycite (poly-
styrene film), Kedlor, Coyden, Zoamix, Duraban, Zectran, Saran
Wrap, Hendi -Wrap, Dow Oven Cleaner, DOW Bathroom Cleaner,:
Phenoxy herbicides (2,4-D and 2,4,5-T)

Dow and St.tift 4 Co. are the,principal;stockholdera in Consolidated
Fertilizers, Ltd. (Australia) -

Operation Notes

In 1969 (July) Dow bought 17,000 acres in Arizona and California
- from the Bud Antic Inc. for 45 million plus (largely in Pinal

and Pima counties).- see "Corporation Farming" on following page
- Leased 3000 acres back to.Antle in 1970 .

Weaver, president and board member of Dow Chemical
Finance Corp. (maker of commercial loans and a subsidiary
of Dow Chemical CO.) is a board member of Bud Amtle Inc.

-Dow began making lettuce wrappers for Antic in 1961
- Sells Antic pesticides .2
-partners with Antle in a.styrofoam container company in --

California,

Interconnectins Directorates

UniVersity of California (chemistry);NationalBank of Detroit;
Dundee Cement Co.; Dow Corning Corp. (4); National City Bank
of Cleveland;Chemical Bank and 'Truat Co. (Midland, Mich,) (4);
Chase Manhattan, American Research and Develonment; First
National Bank and Trust Co.:, (Midland. EAch.) (2); Cititens
Bank and:Trust Co. (claird .Mich.); 566ond National Bank of
Saginaw; Peoples National Bank and Trust (.Bay City, Mph.):
Michigan Bell Telephone Co., among.others.

x.

Qo

29
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Thd Dow Chetnical Company
CORPORATE HEADOVARTEFIS: MIDLAND, MICHIGAN

1'

UNITED STATES AREA/Earla B. Samos, General Manager
Headquarters: Midland. Michigan

Sall OFFICES IN 24 ODES 25 MAMFAOTIMIND LOCATIONS IN 15 STATES: kitON Tucson Arlan
.1.1Wissoliville California "Fresno, Pittsburg, Torrance Colorado Denver, Golden Con.
necticu(Gales Ferry Georgia balton * Hawaii Honolulli Louisiana Plaquemine Michigan
Bay city. Ludington. Midland Minnesota Biwabik Missouri Cape Girardeau. Parody Now
Jamey Carteret Ohio Cleveland. Findlay. Ironton. Newark Oklahoma Tulsa Pennsylvania
Royersford Texas Freeport, Oyster Creek Utah Ogden (under construction) * Washington.
Dallesport (under construction) a PRINCIPALPARTLY OWNED commas: Dolco Packaging
Corp.. Los Angeles, Calitornis Dow Badische Company. Williamsburg, Virginia Dow
Corning Corporation, Midland. Michigan The Kartridg Pak Co.. Davenport, Iowa.

DOW CHEMICAL EUROPE S.A./Zoltan Menzel, President
Headquarters: Zurich. Switzerland

*a
OFFICES IN 1 CITIES 14 MANUFACTURING LOCATION, IN 'COUNTRIES: franca Drusenheim Germany

'Grogram: Stade (under construction) Green* Lavrion Italy Livorno The Netherlands
Rotterdam, Ternauzen SOO Barcelona, Bilbao; Santander, Tarragona SNerden Norrkoping
(under construction) United Kingdom Kings Lynn. England: Barry, Wales PRINCIPAL PARTLY'
OWNED cOMPAmES: Compagnleda-Services Dowell Schluniberger. Paris. France Dowell
Schlumberger Corporation, London England Lures N.V., Amsterdam. The Netherlands

Phrix-Werke AG, Hainbut(j,GsrmanY.

DOW CHEMICAL OF CANADA, UMITED/LisRoy D. Smithers, Prosident
quarters: Sarnia, Ontario

all/0MM IN II CITIES 10 MANUFACTURING LOCATIONS N4 d emorrOCES: A/berts Edmonton,
Fort Saskatchewan British Columbia Ladner Ontario Don Mills. Thunder Bay, Sarnia.
Toronto. Weston Quebec Montreal, Varennas.-

DOW CHEMICAL LATIN AMERICA S.A./Dave W. Schomstein, President
Headquarters: coral Gables. Florida

OFFICES IN CITIES IOMANUFACTUMNG LOCATIONS INS COUNTRIES: Argentina ElUsnos. Aires, San
Lorenzo Brazil Santos (under construction), Sio Paulo Hord locations) Chile Concapcidn.
Santiago Colombia Bogota, Cartagena Mexico Mexico City* PRINCIPAL PARTLY OWNED COM
FAMES: Manor SAM,, Buenos Mrs,. Argentina Pollolefinas Colombians; S.A., BOgoli,
Colombia.

DOW CHEMICAL PACIFIC LIMITED/Rebett W. Lundeen, Managing Dirsic*or

No
Headquarter*: Hong Kong '
OFFICES IN 14 cart; MANUFACTURING OPERATKM5 IN AusicalkeAltona. Abodes, Smithfield

PRINCIPAL PARTLY OWNED COMPANIES: AsahDow Limited, Tokyo. Japan Austral-Pacifie
Fertilizers, Brisbane, Australia Won Watkins-Dow Limited. New Plymouth. New Zealand

Korea Pacific Chemical Corporation, Ulsan. Korea Pacific Chemicals Berhad, Kuala .

Lumpur, Malayail rkPolycham Limitod, Bombay. India.
. .

LI CIENCES DEPARTMENT /William IL Dixon. 'Sir:anal Manager
. ,

He quarters: Midland, Michigan

IfrOutriAYOus DIVISION (Rx Pluenoceutitals. Gerktio Pllannoceuticols. Diagnostics. Envliorstionta
ha Engineering). Indi0nOtiolitl, Int112011 atippo Leonia, S.p.A., Milan, Italy Oki-Science'
LIII1cp0t0FiCs, Vim Nuys., California Laboriunrios lirdnatriales FormacouticoSEcualonanon.
S A , Quito. Eneador Photuvoll Corporation, New York. New York PIIINCIPA1 PAMLY OWNED
(DMPAPAES: SiocCientia KlinisthDinunuCticclies Institut GmbH, Inonlliehn am Rhein. Ger.
many Curtin; DOW Chris, Munn, Nelda Medical 1 01)0111101y AnlOnlatitnI, Inc., Mt. Wince.,
N. w Yor k Nova Onei,t. CaOfortrio.
! 1111M 11.01. 14111-IA U. M4.4.11111.11 bid a.... &in .11114.0 Awl.

MO ....401.1t1111 11."11,..1

.e

at

sPorporatiori
. ?arming

Changer taktntr pince In
Arkena were reCenUg pinpointed by
the Arlsona ranner-Ttanchman In Its
WU* at October' 11, 1951. I want En
commen0 this PrveePtnro *Melt to Co.
Members Or thel/oum:

Oearesenort Itummewkei
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131111A Iwo Wool mewing $oporto
polat,,out that UK tseratand acquire( ha
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P M C CORPORATION

P.O. Box 76o,. San /ose, California 95106

A

Financial Profile

$ 741,390,000
$1,330,494,000
$1,031,760,000
$ $8,803,000

Chief Executive: Jack M. Pope
Total Remuneration: $174,000,
Value of Shares Owned/Controlled Ey: $523,000

StOokhoidersi 43,000 31,053,000 average number of shares outatandinm.

SOurceof Salm?: Ordinance 12.9% Fiber and Film . 23.6
Chemical 21.7% Machinery 41.8;

Market Value: (158.)

Revenues; 1113)-
Assets; (272)
Net Profit; (133)'

Physical Profile

No. of employeeS; 47,000

"FMC Operations and Products . see following page

Operation Notes.

Leading supplier of fresh fruit and vegetable preparation equipment.

Subsidiary Niagara Chemical Cp. conducted a series of controversial
pesticide tolerance- tests on farm workers in the San Joaquin
Valley in the late. summer of 1970. For complete details contact
Agribusiness Accountability Project, 1000 Wisconsin Avitnae NW,
Washington,D.C. 20007. The Project has a detailed study and
evaluation or these tests.

In Fall, 1971 the Lindsay manufacturing plant of the FMC Cdrp,
Riverside Division completely refitted a new citrus packing
and shipping' plant in Terra Bella, California belonging to .
N.D. Fowler and Sons (a subsidiary of Pacific Lighting Corp. -
see page 46 ). Complete details in The Packer, December 18, 1971.

Interconnecting Directorates

Kidder, Peabody w Co., Inc.; Carnation Co.; Bank of California, M.A.;
Western Pacific Railroad Co. (2); Crocker National Coro.; Lehman
Bros. Ina. (investment bankers); IBM Corp., Pillsbury, Madison'
and Sutro (lay); Giffen, Inc.: Pacific Gap is Electric Co.- (2);
Wells Fargo & CO.; Georgia Pacific Corp.; ReWlOtt-Packard Co.;
Dcl Monto'Corp.; Southern-Pacific Co..; Caterpillar Tractor Co.;
Chase Manhattan Corp.; Ketchikan Pulp Co..otong others.

111.133 0 /1- pt.SA 3
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*
j)Peratlons Products

WC11UiLT QRQIJ' MACEIIW.nT (RoUIY (contlnuc)
MU4 IMI*I,FMW..W.ø....M
._.*.lS..t s..wl.W.

.nØ4 Wc.*.If I, *SHMJn*.0
p...

,.ld I Pn.nf.nlIMM.lIne,W.,. .n&$.l.=_=t E=
VAINTAt NC$CI*CT I IAcM.NL CC

n.A..N*We'M P.I M..nAIA.V...nn.

me. ce..e..'.

..... a.,.. .e..w._*.e..I_.
' '1

sId.e._.,,m... I e.'Ie.'
P1,Me.nI*.e.CAACI.ne.n CHVflCALOflOflP

'*.s II,iy
U$4IAIILT AHM PMI .Ie4A

tJCAC.NLT IM7ML DM0104 ICITIIO ,eye.e.e.t. P*01hM0=_040_p_e.. lMIM0Dj .,,e. w.e. 010e.e IDIWOMI If04iN.A,LI04Y.0

1M1141 V I ml PDTD*T ODSOSM IOVI0ATl0SH.,,4n,t....

P0011001 u.aoNuiey DITsIlICO 140101.. P. .e.4dM. poo4.e.4m N.,.'e.o

AIWm0P.., *Oq.C40.. P.4e...eSI.4WM040D.p.4
1141004.101 lM00404.04D

CDI dP.M04. ID 0DI4014,D0010I.4M044,04,40101De..*DD e.*04.w
P1111111.1 IIUIPMINY 14011*4 HiD.4l.11l.l 11111401. lUll.

41111411 ' "" 1L'I tji.
IT! URICT,DC C4CWUIATIIH4 1141l.Dlv 111.14101

ve.c.*seye.*i pe.t.00.o p..,e....j

UI411 104T!.1 P4010011.0101 41l nOlD lD. p

1101.1004,10411401. T*4. 1
ID ). $4 04IL 00414 DM11 VIVA *11

I;;lM.. IA . M.A10.Mn4

IlVIM1,DH01MvnAw.l. 4011401, P110111 VIII
UCI.dnAI. IC40I,I0,lsa,J $J'P1ia 11.11 * ID
mn.., fl1M,W*l4 114111401 (end iv dm141

J.c,i.. ie.40 4014, ,nv...1 .1
Ynt...nwIurA,.eutDg II. 11*11 (rIMe, .4rA'Dg (*flT!N I.N*t.Ilb.tdI*r$.

.Orri$ 10otoov LAIOAATODIC$ 0.1. CAl.. c1040$.
g,g,, p.s....

V.01. p.n

DI IOIMNC( 014441014 Id... CDdr.
POvIr..fl.d,flhIDvflflOAa.r, I,1114*Iv*I!,tt lt$lIt-b*.I7nPIrD,,1441$4040rp014.14r9,40p4,IflMp.

M0te(lII1flMM4aaIq NV') All, 11100).

40
II

11t1 401*1*111011

In r.ntuuga, ) 111frv1 (mill., 10.1,1 4It.4(tJ)OYI*UIIC
0411*'. I3I.*IA)414.*,t*1n DI IWO)p *V)34?(.i1IfltI4S,4,(
11.1 I'M Ufl!rc, IA Ill CV I l,l.1I,,

.1Ag4,'cslem,t,0111111fl
I4Ili.I*I,Il,l It.n.lm,'nwrJlt,a a CtIK'lfI $,dD. 011.1411
a .4.T.PllilllIoIbi,:

L')70 ?flnuro1. Uniort

1*

V
4

I

32.



FOREMOST-MC KE330N COMPANY

Financiaprofile

Market Value: (434) $. 270,986,000

Net Profit:
Assets! 445,845,000(411)
Revenuens (77)*

(288) 29,203,000

Chief Executives' R.J. Draws
Total RemUnerations $200,000
Value of Shares.OwnediControlled.Bys $1,098,000

phynical Prqfile

No. of employees: 18,000-

Eardinga by Division:
Food Products 33%
Drugn and Health Care, 30%
Liquor' and Wines 21%4
Chemical Distribution 8%
Land Development 8%

Divinionss Foremost Foods Co.
Dairy Division: nett milk;
ice she= and other dairy
prodUots.

Food Products Division: Dried
manufactured milk products,
grocery shelf item , potato
products, whey-bssed products.
Water Divisions Sparkletts;
Alhambra, Cryatal, Eagle
Spring (Processed water sad
water treatment)..

Foremost International

Interconnecting ,Directorntea

California Federal SavIrsps'and Loan ASsociations Pacific Lirhting
Corp. (2): Pacific Gee and Electric Co.; Western Bancorporation;
Broadway -Hale Storen,. Ino.; Bank of AmoriOa N.T. k S.A.; Santa
Fe.Induntriets Gloro Forman, William R, Staats Inc., .Y.;
Curtis Scientific Co.; Uhite & Cane 1100; Bankers Trust Corp.;
International lacer Co.; Macfarlane, Schaefer & Raun (law),
:anon(; others.

Liquor and wine
McKesson Liquor Co,
Wholesale Division
Import Division
"21" Brenda
Mohawk -Liqeur Corp.
Ezra Brooks Division

4

8
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, MORAL FOODS CORPORATION

250/North Street, White Plains, New York '1060i

Financial. Profile

(40)

(55)

(59)

4

.42,115,863,000
$2,0451355,000
$1060,996000
$ 99,30e,000

' Market Values
Revenues:
Assets: (199)
Net profit:

I.

Chief Executives C.W. Cook
Total Remuneration: $266,000
Value of Shires Owned/Controlled By: $926,000

71,000 stockholders

Salsa Profiler Ovirobas 13%
Cens4a 71

o, 28A
Other grocery 39%
Pood service

institutional and
othor. o i13%

Phyaical ProfIlt

No. of employees: 44, Oto .

Divisions and Products- see follOwing two page*

Interconnecting Directorates'.

Allied Chimical Corp.; General Motors Corp.; Gulf Oil CO.; Whirl-
pool Corp, (3); Houston POst,Co.; Mutual of New York (4);
International Paper Co.;.First National City Bank (3); Dunend
Bradstreet; Chemical New York Corp.; Connectiout General Insurance
Corp.; First National City Corp. (2); Chase Manhattan Corp. (3);,
Allegheny Ludlua Industries, Inc.; Corpus Christi Bank & Trust;
A.C. Smith Corp.; Sohlumberger *td.; Corporation for Public
Broadcasting; XPRC Radio Co.; Metropolitsn'Life insurance Co.;
American Express Co.; Caterpillar Tractor Co.' Dow Jones Inc.;

Co.K (2), B M Corp. (2); Royal Dutch Petroleum Co.;
U.S. Steel Corp.; Atlantic Mutual Insurance Company; Consolidated
'Edison Co. of New York Inc.;,Pidelity Union Bancorporation;
Emhart Corp.; Mobil Oil Corp. (2), amonglethers.

Q6
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'General Foods.
Divisions & Products

-##

BIRDS.,EYE DIVISION

Alexander N. Vrainard
. Division President E CF Vice President
ProilsictsiAwskr, Orknge Plus, Concentrated Fruit
Jukes, 411ints Eye Vegetable*, Knipe. Prepares! Veleta.
Wee, Deluxe Vertu!. les, International Vegetables, Qukk
Thaw. Fruits, Onion Rings, Cool Whip NonDairy Whip-
ped renal, Cool% Creamy Frozen Puddings.

Lacatioess Searcy, Ark.; Florence Villa, Fla.; Nampa,
Idaho; Lafayette, fa; Waseca, Minn,; Hillsboro, Wooill.
"urn, Ore; Walla Walla, Wash. sums eve, INC, Avon,
Fulton, N.Y. CAt11010414 VYCLIAMC CONCUMPAILS, MO-

&Me, Satkoy, Calif. MAIM tyl or mtxteo; LA. IICT.V,
Celaya,Mexko.

JELL -O DIVISION

Raymond IS. Rudy, Jr:
DivisiePresident & CF Vice President
Irrsehoctes fell0 Brand Desserts-Gelatin, Pudding Se Pie
Filling; Instant Pudding, GoldenEgg Custard Mix,
Widen Chill, Tapioca Puddinis, 141.0 Lerj,Cheitle:
cake, Pie Mixes; Minute Tapioca; Zerta Low*Caleek
Desserts & Topping Mix: Dream Whip Whipped Tipping
Mix; Minute Rice & Deluxe Rice Mixes; Calumet Baking
Powder; taker's Chocolste & Coconut; Ceti* ix Sort-
Jell Pectins.

Location*: Hollywood, Calif.; Dover, Del.; Lafayette,
end.; Chkago, Ill; Woburn, Mass. fitANctIN SAADI
COMPANY Of the tNrtspriNCl, DAYAO, San Pablo, Republic

of the Philippines.

KOOL-AID DIVISION
William C. Wahl
Division President & CF Vice Prairtent

$1/4itiotss KoolAid soft drink Mizell; Twist Imitation
Ade Mixes; Good, Seasons Salad Dressing Mines; Open
Pit Barbecue Sauccsi.Sliake'n Bake Seasoned Coating
Mixes; Kool Pops pop bars; loasrem Pop Ups and
Tooiseem lIattka Toaster Danish; Swans Down Cake
{lour ft Mixes; LADAIKe Whitener-Drighlener.

Locations; Chicago, Ill.; Evansville, Pendleton, Ore.

ii

MAXWELL HOUSE DIVISION

lames W. Andrews
Division President & CF Vice President

Products: Maxwell House. Voisin, Sanka Band n"..
Caffein Free Coffers; Instant Maxwell HOUlt, Instant
Yulsan, Instant Sanka Brand gr., Calein Free Coffees;
Maxim Freesericied CoNee; netzeria Sinks; Max.
well House, Electra.Perk.

Lacitiaeo San Leandro, Calif.. Jacksonville, Fla.; No'
NT; IleusionTex.

POST DIVISION

Ralph L. Cobb
Division President tfr CF Vice President

Prooleciar Poet CerealsAlphatlits, Pest Teastiet, Grape-
Nuts, 4O Bean GrapeNuts Flakes, Raisin Bran,
Cinnamon Raisin Bran, Super Sugar Crisp, Honeycomb,
tortilla Oat Flake!, trosta Rice 'crinkles, Crispy Crit
teen, Pebbles, PoitTens, TreatPak; Instant Pietism;
Start and Tang Instant Breakfast Drinks; Lag Cabin
Syrups; Pet FoodsGaines Meal, Biscuits, Sits, Gravy
Train, Gainelourgers, Prime, Prime Variety, Top Choice.

Supplying: Folding Cartons,

tecathivreKankakee, III,; Tope a, Kan.; Battle Creek,
Mkh.; Skeatoga Springs, NY.

4

rood Service Units

INSTITUTIONAL 1000 SERVICE DIVISION
Joseph F. Abety
Division President 46 CF Vice President

-"Supplying: Institutienalpize coffees, desserts, frozen
foods, and other products (Pr food service customers
restaurants, hotels, schools, hospitals. Individual.scrving
beverages and product* for Tiling machines, at well as
Kernel.FrcshNutri and Pompeii, products°

LeCaliefn Suffolk, VA.

BURGER CHEF SYTLMS, INC.

Philip A. Korn
President 6 GI lice Pi &dent

Supplying: Quality food and mink srrviie for pork on
the move. More than 1,100 Binger. Chef family gestalt
rants arc los.strit In Silent Of the 50 513101,

ItrathittAttcti: Indianapolis. Ind

35



GENERAL FOODS, WAITED (CANADA)

Robert 5. Hurlbut
trergrient & GP Vice President

Teededu Maxwell Hewer, When, Sanka Regular & In-
stant Cities; Malaga PrecreDritol Wirier Freese.Priad
Sawka; Je 110 Desserts; Min It Tapioca; Pest Cereals;
like?* Clxcelale & Coconut; KeelAlel; Minute Rica;
Cool Whip; Tans; Start; Awake; Sun .1p; Minute (Freak-.

fali; Dtewwr Wkly; Sim ken lake; Coed Semen. 'Etree
Mos; Cede; Heston Snack Foul; Caine' Pei Feeds.

Houlquarteest Tommie, Gni', Canada.
LecaSent Ceirmws, OM.; La Salk, Quo, Canada
Nona. woo racteudrs warm, Preston, Ont., Kentvilk,

tilftft kin mum, Vameuver, tr. Carnal-
MIRY CatSAWCkplartla TOM* Oa. + *vacs,' am
rant* (Canada) mum, Toronto, Oat., Canada,

GENERAL FOODS INTERNATIONAL

Gaunt Dreamt', Jr.
President &GP Group Vice President

GENERAL FOODS EUROPE. tingeat., lalgltim

Junes H. Whitcomb
General Manager & CF Vice Presi

tE W. rykala,'Pirer leg, External
adaAAL moot waren, Renhitry, Eng

W. K. T. Drake, Managing Director
AMID "MD a SONS (atELAND) MIMS, Dublin, Ireland

T.L. Hartle, Managing Direct.,
CINUAL rale G.m.b.H., Elonshern/Heldeln, Germany

S. T. Hiram, General Manatee
climax loons pc aucurtavia,Steckhoher, Sweden

I, P. McManus, Managing Director
COMPANIA C4NUAL M SCI4U$134, Ink, Milk la, Spain

R. }1 Coffin, Jr., General Mans, Prif
or,o1.-0. roost etratux,,Srustrie, &Teton .

C.S. 1. Langford, General Manger
RuarntLtatlr*u, 4.C. 0001T MN,,IAttlktal, letgium

G, lots I, Managing Director
CtaiRAL LOOM tal1/4C4 LA R101111.1a11AIIM Pm

rime Lemennier, Fresicktit
Vice President, General Food Interns trOrtill

CLAN S.M., GenevaTegli, Italy
W. Ktsitakevsky, GeneralMattaserGF Italy
Guido *le Luca, Managing DirectorDal,

GENERAL FOODS LATIN AmmuctarAanc

David K. Evans
General Manager & GP Vice President

CgataAL t001/4 at 441151C0. 11a,, Mexico City, Mexico
W. E. Brown, Gencre I Manager

4

Caracas.Verseracela
E. H. INalepeld, General Manatee

lope* ea., 541* rant., luau
G. D. Weetrep, General Manager

coures Guava. roots thank Sydney, Australia
J. S. WInklei,/tetimi Direr ler

GiNUAL /00101, 1314,, Tokyo, Joan
E.1, Fuknuan, General Manager

OVARAL MOON /1C, Sin Juan, Puerto Rice
G. 1, }fuels, General Manager

IMO*? & AfilITARY OPERATIONS
J.K. Torten', Mester

utinusetrhortSALES SIMKO DIVISION
Robert A. Stringer
General Manager &GP Vkii Preslitnt

Localisms: Lee Amok', Son Francisco, CAE; Denver,
: W.; Newark, Del.; WashInsion, D.C.; IncksonIlk, lists
Atlanta, OW Malik Quincy, Ills ImItanapolls,
NNW, Maas Detroit, Mich.; 11Inneapolis, Minn.; Kan.
sae City, 51. Lords, Mt; Omeha, Naha Clifiee, N. 1
Syracuse, N.Y.; Charlotte, N.C.; Cincinnati, Yeentsstrwn,
Ohio; P.rtland, OreiMmephis, Timm; Gana, Tex.

e

r
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Non-Food Units
YIVIANE WOODARD CORPORATION

JA, Levin; Peildent & GP Vice President

Sopplyilisr A prestige line of high fashion coemelks and
pereenal cue preclude te tensumeis, In ihdr hews and
by sProlnimeni only, through Wady consultants.

Headmiarient rAtifgaTa CRP, CO.

W. ATLEE MAME COMPANY

William D.-MacDowell, President

Sayptylegt Quality products' far borne gardens and lawn,
flower and vegetable seas; ()ewer bulks; nursery
stork; Woe plants; and gardening aids.

litemleumierst Philadeljhia, Pa.
Londoner Riverside, Lompoc, Santa Paula, add.; 'San.
bud, ELL; Clinton, lows; Doylestown, Pa.

KORNER IIROS., INC.

Oran G. Kirkpatrick, President

Supplying r Toys, comes, and punks ter infants And pre.
school children whieh educate as they entertain.

tanalkno East Paterson; N. J.

1970 Annual Report
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GETTX OIL COMPANY

3810 Wilshire Boulevard, Lox Angeles, California 90010,

Financial Profile

Market Value :. (71) 1,313,622,000
Revenues: (127) 1,221,170,000
Assets: (124) 1,946,303,000
Net Profit: (54) 11].,146,000 .

Chief Exeoutive: , J. Paul Getty'
Total. Remuneration: $208,000 ._

Value of Shares Owned/Controlled By: $853,681,000

s.

Stockholders: 7,289 "1,645,000 average =mbar of shares outstanding

Physical Profile

. No. of employees: 11,000

Subsidiaries.- see following page

Agridtiltural holdings see following page "Real Estate."

Interconneoting Directorates

Bank of Amerioa, N.T. & S.A.
Eastman Dillon, Onion Securities & Co.
Heoht, Midfield, Him, Landsman & Head
Seourity Pacific National Bank
Paoifio Mutual Life Insurance Co.;
Carnation Co.
KOM; Loeb 4 Co.
Great Atlantio and Paoific Tea Co.
Lehman Bros.
University of Southern California (chancellor)

` Litton Industries, Inc.
.Southern California Edison Co.
among others.
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Getty 011Company Wholly Owned Bubo 'diaries
Arnociarnd Oil Company (California)
Club Pierre Malmo, IA. (Mexico)
DioniburioneOlii Minatli S. p. A. (fra1Y)
Getty )ran Lad. (Delaware)
Corrine Cori:anion (Libetiay
Gary Minerals Company, Limited. (Canada)
Getty Mines, Unshod (Canada)
Getty Mining Pacific, Limited (Canada)
Goy Mining Nohow, Limbo* (Gook)
Coty Oil Arctic, Limited (Canada)
Getty Oil (Canadian Operations), Let (Canada)
Getty oa Company, Lod (Alberta)
GanyOil (Ink Bask ),Ltel. (Alberta)
Getty Oil lornational (Arnentina), Inc (Moen)

Getty CM International (Indonesia), Inc (Liberia)
Getty Oil International (Latin America), Inc. (Liberia)
Crotty Oil Mandate Limited (Canada)
Getty Oil Northwest Territneim Ltd (Gook)
Getty Oil (Philippines) Inc. (Philippines)

_Goy holm* Company (Liberia)
Getty ripe Company (Penoilvattit)
CAM PiPeline Company (Tam)
Getty Tankers, Ea (Elkin)
Hemisphere Transportation Cotpocation (Liberia)
Hu ilea Verdol France SA, (France)

Unitti-Operations, Inc. (Liberia)
Liberian Operations Limited (England)
Lsibritionti idol S,p, A. (Italy)
Minnehomalani and Euming C.ompany (California)
Pacific 'Maim Oil Coeporstion (DeLawne)
Seaside Oil Corporation (Delaware)
&P. Oil Company (United Kingdom)
SulamiPlace Property. Company, Limited (England)
Tranooreank Shipping Corporation (Liberia)
*Idol Espanola SA, (Spain)
Veed*I O. ere NIL (Germany) -

Vold Oil Company (Gonads) Ltd. (Canada)
Vtedol Petroleum International A.G. (Switterluol)

Ginty Oil Company C000lklahad Cfimpanits
Mission Corporation (Nevada)

' Skelly Oil Company (Delaware)
Ntlt lc at Ito I &I' 4; O., Inc, ( !daub ntl )

Gaily Oil Company Nontonnolidaled Companies
Alooltoqtt Oil ( 410111311y 131111) AN 7';

*t. Inc (C atatelit I) 71.1V;

" 1970 Annual Rop2rt

flul Estata
Daring agyo Goy Oil condoned efforts an mediae the longest*
pet* °ppm:whim ftom Manned initiation of id pope*
ammo, Calikerna foe land, commusrnal pc hear ily in Loa Maw
lea, 'ikons, Orange, Soto Efotbars, Ken and Fresno counties,
The real note holdings include to,600 Sall of urban and AM
urban property Within go miles of 1.01 Angeles .1d opco saes
is fanning tots in thermion and western ma Mato( the south.
era San Joaquin Valley in Kern County. The agricultural fie
mimic in Califotnia was acquired at an average co of 196 pee
Ere, beginning in the early :goo's, in conjunction with miter
Ion exploration and production opeiitiotw,

On tise west Aden( the SO Joaquin Valley 12600 scres,umkr
keg to four moue none lumen, were pistond in cotton,
suit: beets and Hai alfalfa in I 97o, Ten plantings of Ones and

. pinachio nut trees, comprising s total of 210 KM; (0001111111

10 madman evaluation in a program studying the practicability
of orchards in the long tam development of diversified (arming

The eau side lands, which 'relocated northern( of Dakersfxkl,
are particularly Nicol for orchard operations: The company
owns s,5oo.iscrea of land planted olth emus and almond pot es,
which are operated under farm inanagement aptaetell and
kart A9 additional nit Kitt are eltt Med by. the Minntlamu
Land ltc Ernming Company, a Ocity 011 subsoluty.

&Mika tontinued during 7g7o wt imp nation .uf
plin fix the &et Intermit of the einopol0. su,soto re 1:9.1
Earxlrwhihissituated.Iomil s minim it rural bit Ato

. ka near Simi Velky, Ventura Comity

1970 'inntir 1 lloynrt
A9
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ht
TH3 GRKAT.ATLANTIC Am, PACIFIC TEA COMPANY. INC,

rinemoiel Profile

Market Values (185)'
Revenues: 1(12). 5,753,692,000
Assets: -(290) 957,073,000
Net Profit: (151) $ 53,302,000

Chief Executive: N.J. Kane
Total Remuneration: . $126,008
No of Shares Owned/Controlled By* 1.139'

Stookholdirst 47,900 '.24,875,224 average number of shares out -
standing.

Physical Profile

No..of employees: 125,090 Stores: 4,427

Subsidiaries:
The Great Atlantic & Pacific Co. of Vermont
The Great Atlantic & Pacific Tea Co., Ltd.

The Great Atlantic & Paoifio Co. of Canada, Ltd.
A & P Properties Ltd.
Metcalfe Foods (Canada) Ltd.

Nakat Paoking Corp.
American Coffee Corp.

-TAP, Ino.
Compass roods, Inc. .

Gress Stores Co., Ltd.
Super Market Service Corp.
Vehicle Leasing, Inc.
Kwik Save, /no.

Interconneoting directorates

Kuhn, Loeb & Co.; Getty Oil Co.; New YorkLife Insurance Co.
J.P. Morgan & Co., Inc.; Pan American; Federal Price
Commission, sueong others.

30
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OA* GIANT CONTANY

te Sueur,Ilinnesota 54011

71110010., TrOrlle

Market Must
Revenues;
Assets;
Net Profit:

$66,222,000
1197.491,000
145,110,000
4,2 ,000 .

Chief Xxocutive;
Total Remuneration;
No. of Shares Owned/Controlled BY:

Physicei Prof o.

No. of employees: 3500

Subsidiaries and Divisions:
Baia Moats, Inc.
Container operations
Copeland Ssusage Co.
Grocery products

Brand Names;
Green Giant Mexicorn
leSeuer Dawn Fresh
Niblets

21 processing plants in the United7Statei
4 can manufacturing facilities satisfies 87% of the company's

requirements
Owns or leases 35% of the land it obtains crops from with company 4

emPloyees doing the farming work ,

- 2850000 acres under cultiwatiOn in 19 states and two
Canadian prairie's

Ten percent of sales revenues go to research which is twice the
industry average.

Green Giant of Canada, Ltd.
Green Giant Nome AGerden Centers Ina,
International operations
Jolly Green Giant Restaurants, Inc.
Schweigert Meat Co.

Intaroonneetine I Stf:.1&14

MeTague, Clark, Holland, Whiteside, CoUghlin, Ouellete & Msilloux;
Dayton Hudson Corn,; Paine, Webber, Jackson * Curtis; Community
Investment Enterorisen Inc. (2); The HillmAn Co. (end subsidisrien);
First-National Bank of St..Tnul (2); First Bank Syntex, Rex
Chninbelt Inc.; lunar Value Stores Inc. (Raking, Minn.), Burlinmtan
Northern Inc.; ninnenota Mattl,. of Wsurnu; First Ustiomal Bank
of Minnecnolir; Globel Ilnrine Inc.; lantern Kentucky Gen Co.;
Pittiburth Coke and Chemtend Co.; Pittrburnh Nntional 7xenk;
Kollmnrrer Corn.; Moro Industrient Medtronic Inc.; Dostera
Nnnufreturinr Co.; Cabrldrn Corn.rKroy Industrier; Toro
Manufneturin7 Corn.; First Trust Co.; Centril Hesenrch tnboril-
toiler, Inc.: Allied InternItionnivInvantora Diversified
Cervice Inc., mom! ()them

31
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COMPANY

P.O. Doc 57, l'Aitf:Ibuz

Financial Profile

Market. Yalu= (276)
Revenues;' (194)
Anent= 1011
Net profit: (262) t

3089

ennsylvania 15230

8499079,000 :
8881,1710000
8669,5424000.
3:32,5714000

Chief Executive: R.B. Gookft
Total Remuneration: 8262,000
Value of Shares Owned /Controlled By: $486,000

Stockholder= 407 13,25,859 average Common
outstanding

Physical Profile

Vb. of emPloyee=

WorkilOcationi'

*odd tosadquaromi

P. O. 10ox 51
Pittsburgh, Pa;16230

North Amok*
HNnz U. FINN ion
Pittsburgh, Pa.
Norman E.13aniets, President

Factories:
Solent N J
Chambersburg. Pa.
Pittsburgh Pa.

. Vanchaster. Va.
Fremont. Ohio
Bowling Orson, Ohio
Holland Mich.
Lakitykrk Mich.
MUscatIne.lowa
Tracy. Calif,
Stockton. Calif,

34,000

StawKlit Foods, Inc.
'Nominal Island Cain.

' ;Wholly -owned subsidiary;
acquired in 1963.
Joseph J. Bogdanotricth President

itiTarmlne Island, Calif.
dodos

lio Peru
. Colshco. Peru

Pao Pago,Amertcan Samoa
Mayaguez. PUerto Rico

Cold Stoma Stations:
Senegal ,
Ghana
Liberia
lattoubtic of th*COngo
Paha, Peru

Ore-fda Foods, Inc.
Boise. Idaho

Whogy.ownrid subsidiary;
acquired In 1965.
Robin K. Pedersen. President
Factories:

Ontario, Ore.
Burley, Ida.
Greonvell, Mich.

: Interconnectinm Directorates'

Mellon National Bank and Trust Co. (4); Bank of,America4Alewlorkt
'.Bankers-Trust Neu YOrk Corp.; General Motors Corp..; PPG industries;

it Aluminum Comphny of America: Amp(' Steel: Mina Safety Appliance
Co.; Shenang0 ?unlace Co., OficOla

stock shares

H. J. Heinz COmpany of Canada Ltd, Whit° Heins Company Ltd,
Toronto, Onlarlo Tokyo, Japan
Wholly-owned subsidiary; SO% Heinz owned;
established in 1929,

Went
established In 101.

Factory: Factory;P's
FEroncek.rst W; Bur, PresIdant

Leartlinglon, Oft. Kurihara-

LatIn Antarka and PicItiC 14.1nz Alimintoo 5.A. do C.V,
Mexico City, Marko

H.J. Holm COmpany of Australia Ltd. 10% Heinzowned: acqUired In 1063
Ocrimovna, Victoria . . Gerald K. Warner. President
Wholly-owned subsidiary;.,. Factories: n
established in 1935. Salamanca Guenaluatci
Fuld V. Kahrwr, Managing Director 1.01 Robles, VOIKart
Factory; Loma SOnita, Oaxaca,

Condition°. Victoria . Lot Mochia.Sinaka
.

Alimentos Helm CA.
Valencia, tarabobo, Veneruola
100% Heinz owned;
itatablished in 1069.
John Johnson, Prasidenr
Factory:

Son Joaquin, Caribobo

(continued'on,

tcal-oNingyme)



Assilcu Euro

Wng--tomr agricultural programs: art-
tieued tab.:mold tho company tsr two
ways: by Increased independenee from
crop Bites and scarcities, and by leeder-
shipin research for better crop Strains
and mote efficient harvesfing,methods.

Pot many years it hat boon Heinz
policy to make ContiaCtstor major
IngredlenM In nadvanCir of the growing
season, and to do so with growers
throughout the country, Geographical .

diversification in contracting has brought
us dole to our goal of having assured
supplies even when some areas expert- ..
once poi/ rhervests. In fiscal 1970,
des* unfavorable grit:wing conditions
Ina number of areas, we achieved

, .10percent Wow required quantities of
a contracted crops,

Mechanical harvesting, more efficient
and economical than hand labor, is being
used increasingly for Heinz crops. Our
-California tomato crop is 100 percent
machine harvested, During calendar
1970 our cucutnber acreage will bo
40 percent machine hervested, a sharp

ova previous years. Within a vary
few Years, completemechdnidal hervost

' ing of n11 our requirementsin-both crops
It expected; making tia less dependent
on increasinglyacema and expensiv-O,
handlebar.

1969

Progress Is being made in new plant-
ing methods as well as In harvesting.
Adissolvable plastic tape withencapsu-
lated swishes been developed to
permit precision planting in terms of seed
spacing and depth. The uniformity of,
the resulting crops makes them more
suitable for mechanical harvesting.The
new taped seed method is bag used
extensively for our California cucumber
crop and to a lesser extent for ouracre-
age in the Midwest. The samesystem is
being applied to tomato crops in both
northern and Southern g rowing. areta.
-Advances in bulk handling Ms° have

contributed to more efficient and cm-
norrtical agricultural operations. The
bulk handling technCoite makes use of
spectat vatiicles that era able to transport
IMO quantities °temps from field to
factory, without requiring hand labor to
peek the harvest into Individual con-
tainers, The Vehicles can also dump their
loads directly Into storage areas at tho
receiving plant. ithout requiring labor for
unloading. During liscat 1970 the per
centage of tomatoes received in bulk at
our Ohio [Acted% resell:150percent.
while le percent dale California tomato
crop iy,as shipped and received In bulk,

kPlli$COrtontiCul handling method la also
Nina used Increasinaly tnr cucumber:-

WoVid Locations (continued)

Europa

H, J. Heinz CompanyUrrated
Midr3esax,'England

SIAS% Heinz owned:
established *1905.
Anthony de le P. Deresford. Vice Chairmen
Anthony.). F. O'Reilly, Managing Director
Factories:

Herlesden (London)
Kitt Green
Standish

Vt. Darlington and Sons (Holdings) Lid.
Angmering. Susses (acquired* 1969)
Robert O. Darlington, Managing Director

1970

Agriculture

Drrveloprnents in agriculture under-
, scored elfort.s of the Ncirth American

group to become Increasingly
independent of commodity cycles
through greater reliance on modern
growing, harvesting, handling and
storage techblques.MelnzU.S.A,'s
mechanicslly.hervisted cucumber
acreage dribbled compared with the
previous year and should doUble again
In the current fiscal year. Harvesting of
the California tomato crop is already
entirely mechanized, and mechanical
hsruesting is Mumtaz rapidly In other
areas of the country. During the coming
year thereShould be a 100 percent
Increase In machine harvesting of tomato
crops in the Eastand Midwest

The factories at Fremont and Bowling
Green, Ohio were completely converted
to bulk handling Of tomatoes, with
receiving tanks, elevators, flumes and
water Smits ell adapted to this method,
which reduces labor costs and waste.

Heinz of Canada. which had access
to the best tomato harvest in live years,
suceessfullytested a new bulk handling
system that will be able to handle

approXlmately 00 percent of this year's
tomato crop.

Agricultural research faellilloS Wore
expended during the year in both Ohio
and California.

Heinz laboratories developed Iwo new
tomato varieties, ono for use In Calitornia
and ono for use in the East, both suilablb
for mechanical harvesting. Good wag
resa has been a chtev ettnise In devulen
men( otdisenSe, resistant female strains
and ((wail curunitnir hybrids.
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Pickering, Foodi
Hayes, Middlesex
George Popham. Managing DirCtiOt

Factories
Video!, Berk; .

.Holnaaer. Chichester .
Wellingborough; Northampiontt,.i.

. Shreivsbury. Shropshire
Coleraine, Northern Ireland

. .

HainpErin Ltd
Dublin. Ireland t
50% Heinz owned established in 1%7
*market products of Erin Food; Ltd
in the Mated Kingdom.
Cheney F. Lowe
Brendan G. Doyle

.Managing Macrae

11.4, Heinz A/S .
Copenhagen, Offline*.
Established In tend to market
Heinz oroduert in Denmark,
Dennis F. J. Sharraek, Chairman

H,J.HeinzNV, .

Eta. Goidertand.The-Nelheriends

Whollpowned subsidiary;
Scarified In 11511.
Arnold A..fleuvekamp, Maneging Director
Factory,

Alat, Gelderland

H. J. Heinz Company (Belgium) SAiN,V.
Brussels, Belgium
Amoral A. Remain*, Managing °tractor

Industries de Allmentacso Llmitade
Lisbon, PorlOgM

70% toned by H. I- Heine Company N.V.
The Relherlends; eNuired. In 1565.
Jorge Oh" G4K)Oal Manager
Factories:

-Vila Franca de %Ira
Slonaven le

,
ariausri Produtos Agricola.aldas Ude.

Yale Franca de Ark
50% Hein; owned.
Jorge Gime, General Manager
Factory:

Vim Prima de Stint

Seeleta dal Plasmon 3,p.A.
Milan. Italy

Wholly..owned subsidiary;
ecquirenio (gel
Dr. Aldo Tautened, Managing Direelpr

Factory:
Milan

Socials del Plasmon, Sucl.,
' Latina. Italy

Dr. Aldo Tartarelli, Managing DifeZIOt

Factory:
Latina

Annual renorL!,



J. G. BOSWELL COMPANY

P.O. Box 877, Corcoran, California .

Financial Profile

Seles.volumne As approximately $50,000,000 a year

Physical Profile

Land Ownership:
Held in own name 32,36 acres
Boston Ranch ... 37%555 acres
CrockerGambody (controIs) 28,503 acres
Tularelake,Land Company (controls)10.392 acres

108,814 acres
. A

Also ovens 500.acres of grapes in Arizona accounts for 1% of business)
Auscott Ltd. (Australian subsidiary)

10,000 acres of eotturi producidg land 250 miles northwest
foe Sydney {approximately one-seventh of the country's,
cotton acre e.

Received some $500,000 in 1968 from the Australian govern-
ment in 1968 (as a bounty to stimulate production) to .

grow cotton. 3,1970 the Company received $600,000 W

Cotton ranching, ginning, edible oil, cattle feed and produce

No. of employees: 1500

Operation Notes

442410)
2,807,633
4,051,818
3g,010,042

370, 57

Boston Ranch
> BOstOn Ranch
Boston Bench ....
Boat= Ranch
Boston Ranch

506,061
458,020
448,158
.643,006

* 67n225

ASCS Subsidy
1966
1567
1968
1969
1970

Payments ($21
J.G. BosWeIl
J.G. Boswell
T.G. Boanell
J.G;. Boswell m

J.G.
418,709,634 $2,732,470

_
.

Combine of 53-inveators paid Boswell.$1.3 millionfor a one-year lease
(1971) of the tires 'cotton allotments. They-also paid Boswell to
farm the leased land. Each partioipent.it eligible to receive the
1971 maximum ASCS payment of $55,000. Ift the meantime the Company
planted 25% more cotton in 1971 than previous years.

Boston Ranch Co. owns 22,381 acres Which is "eligible" for federally
subsidized water in the Westlanda Water District. As of July 30,
1970 none of thin acreage, was contract to be sold as"excess land."
The Company alga receives water in other CVP area: Xenolith Delta
6,630 acres and Lower Tule River 4,916 acres.

Interconnectinc Directorates

SefoweY Stores Jug. (2); Security Pacific Nationel Banb, Caterpillar
Tractor Co.; &r 1: of California, N.A.; Fibroboprd Corp.; Southern
Pacific CO.: Merrill Lynch, Pieree,,I0ennt)r & Smith; Cn1 Teph, Priong
otherno

4
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KAISER -INDUSTRIES CORPORATION

Kaiser Center, 300 Lakeside Drive, Oakland, CalicOrnia

Financial Profile

Market Value:
Revenues:
Asnets:
Net Profit:

(388)

(457)
(346)

$326,887,000
313,241,000

1569,708,000
23,275,000

Chief Executive: -.'Edgar F. Kaiser
Total, Remuneration: $381,000
Value of Shares Owned/Controlled By: $137,877,000

Physical Profile

No. of employees: 13,000

94604

Multinational wholly andtpartially owned.facilitiss and operations'
Western Bemisphera Only see. following page .

PRINCIPAL PRODUCTS

-Mashie .1

Alurrentrat
Ntle ONO
Fist and CON Sheet
Plets/Cirldes
Cano/Can Leek
Industrial and Paskopino Fella
Sam end Landneled Feb
farn41001 Foil Containers
Residential Siding
Rain Canying Equipment
Sind Slinks/Nalle/Leuvend ferment

.

Arleultural and Cernmersiol Reeanstaidind
CUIverteM.Drainpilar ProdueleireriOntlet

Extruded Mapes.
Rork Sae and Wks
Forging Steck/Savor laaehlnee:*
Eleetneal Cartelult, Wire OM
Eatetrical Conductor Adoeseriddi
Street Light Standonis/Ilus See
AluminrOn Condutted Conitiet Ilek
Ironetnierden TeremiNekring Yam

S
WINN Hems Panels/Sinning KA&

efattrasele
Omiunental Shunendlthinales
Antharklutal end Induetrall Panels .

Agrarelleret Cateroloalt
Anhydroos Ammonia.
Wet**, Solution' (eked( spade/SW

Uuid and Send Urea. Mae /tele
44,, moot Ammonium MOM& Suporob000nelo

Ammonium Male. Ammonium Male Liquor
Dolokon Ammonium Nitta% Mixed Ferelber's

(*Id.. lyutrl,, auspenoions), Aqua Ammonia
Liquid Filed Products
Lawn and Garden Sboelaity Forillizers
allegnI Atenie

S medlet

DOMAN, *Nair Produrds
Arshkestund Sand and Steno
'Olaaa Sands
Mainline Latrine Orades
Flame and Extenders

Induelriel Chemical:
S pecial Alumina, (Tobular, DelOinod. Hirbeied

and Active).
Carotin SNilChbrins
Ankfdroue Hydrogen Flutddi
cluorotterbone/Alurninum Fluoride/

Syndelk Crplito
isaoyanales/PelyamintO/Potesn

interconneetiga Direetorates

Iran Oto

Migneekm
ileoneekno Milrutione and Anodes
Fabdoodoll Mooneelum lerseuele
Melting Flue.

Illeirekor dobbin
Metro(

111draolodes
Sack Fieraciory Lick an* fieoltitiee
Forieleee/Megnmill
Doodbutned Mordmile/FiredleY
High Alumina end F kit* *rick
FInleirey and High Alumina ;pretend
Insulating ftelraelorirre

' tube fleitacirines
Dom/burned Dolomite
lAnbrloSiUm Hydroxide

.rs

ILIntelally' Sudan, Fenele
Lorninehol FarceleinTnemair$10.1 Pone',
Cwarnic Panels
Imninairml Alunkinuin Panels
Chalkboard
Aggregate Panels
Cement Agonies Panels

trentlunt
Portman Car le
drannum Altera
&Odium Suipthde

Bankamerica Corn. (2); Time,. Inc.; BrosaveY-Bale Storen Inc.;
Di Giorgio Corn.; Bank or America N.T. & S.A.; 'Standard Oil
Of California; Wilmer, Cutler & Pickerin; First.Boston
Corp k (2); Thelon, Herrin, Johnrmn &Bridge:1; Consolidated
Foods Cern; Maanachusetta Institute of TechnoIoily (coMmunicationo
bionhysios); The New Dals Times, among.othera.

4'
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f144.t..*
Alabama
aluminum labrkining
at Day Minolta.
Adams
real esrait and land
development at Valls&
Mina's McCormick Ranch,
phoenix Industrial park.
California
aluminum fabricating
at Antholm. Mnicis. '
LOPAngoks. Oxnard,
Permanent., Socromonlo,
San Leandro, Smith San
Rancho*. Union City;

.chemkals at San Leandro;
mfractories al Moss Landing.
Natividad: manufactured
buildings at Newark:
real *slat* and land
development at Westward
Properties' The City; at
Warn. Aetna'' Kearny Industrial
Park, Rancho California,
So. Center Industrial Park.
Warm, Ranch, Rancho
Ventura. Aliso Ranch, San
Tomas Industrial Park, EP.
AndorsOrt Ranch, guile
Farrar, Rancho San Luis.

Colored*
mingled*, at Denver.
Florida
aluminum labrkallnPat
Jacksonville, Lantana;
chemicals at Brooksville.
Mulborty*Tampa.
Ouargla
aluminum labrkating
at Douglas; chemicals al
Bainbridge, Savannah.
Hawaii
rail oast* and land .
development at Kaiser
Mina's HawallKaL
iignule

aluminum labrkating
at Dolton.
Indiana
raw materials at Gary;
raluminem labrkating
Bedford, Elkhart, Wanalsh.
Kentusky
aluminum labrkating
at Louisville.
Louisiana
raw materials at Salon
Rouge, Chalmelle,
Gramercy, Norco;
primary aluminum at
Challnelle; chemicals at
Baton Rouge, Oramarcy,
Maryland
aluminum fabricating at
HalethOrpii; refractories at
Frostburg.

3093

Mississippi
raw materials at Notts.
Missouri
refractories at Mexico.
Now Jersay
aluminum labricaling
at Edison.
Now York
aluminum fabricating
at Schenectady.
North Carolina
chemkats at Wilmington..
ON*
aluminum fabricating
st Belpre, Toledo:
cher:Wats Ciniinnall;
refractor,* COlumblanav
manufactured
buildings at Delawant.
Oklahoma
magnesium fabricating *Tulsa.
Onion
aluminum labrkating
at Sewn; real Wale and
land doveloPlmtal at
Kaissr Aetna'. Port Westward.

aluminum labrkaling
at Erie. Lancaslet;
building panel
fabrication at.
Port Carbon.
S heds island
aluminum labrkating
at Bristol, Portsmouth.
111111M011
chemicals at Big Springs.
Tuba
aluminum fabricating
atArlington,liouston.Shennan.
Utah
chemicals at Wandovar.
Washington
raw malarial* et spoken':
primary aluminum at
S pokane, Tacoma:
aluminum fabricating at
Spokane, Vancouver.
West VIrlinte
primary aluminum.
aluminUm labrkspng
at Ravenswood.

_ _ I
THE MULTINATIONAL WORLD OF -

KAISER ALUMINUM & CHEMICAL 'CORPORATION

WhoW sae Partially OwntullsaillOrts and Operations

(WeEttirn. hemisphere Only)

Conies,
refractories from Kanter
Mittracloilot Cm, Division of
Kaiser Aluminum
Chemical Canada Ltd. at
Oakville, Ontario; ordeal/4
from Kaiser Celestite
Mining Ltd,* at Pt. Edward,
Nova Scone: strontium
compounds from Kali*,
Strontium Products Ltd.' as
Pt. Edward, Neva atolls;
fabricated aluminum from
Keiser Aluminum CO..
Division of Kaiser Aluminum
& Chemical.
Canada Ltd. at
Scarborough. Ontario; '
iron ore from Tends Mum
Lid. at Taxada, British
Columbia.

Jamaica
h ermit* from Kai err Snail* Company al Discovery
Bay: alumina, bandit from Alumina Partner*
&Jamaica at Naln.
B roth
fabricated aluminum from Kaiser Alurbinio do
Irasil S.A. al Lorena; internadonal trifling from
Kaiser Trading In Sao Paulo.

Argintina
labrioaled aluminum 110m Kaiser Alurninio 0 A, at
Buenos Arrhs; rclractprics from Kahan Retracts/lot SA
al nutrias Alma; International
trading ham Kaiser Trailing In :NMI& Alms.

- 1970 Annual ilanort
3(0 a.



LITTONINDUSTKES INC.

360 North:Crescent Drive, Beverly Hills, California 90210

Fpasnoial Profile

(226) .

(45)
(125)
(101)

"'

599,592,000'
2,404,.327,000
1,934,012000

68,751,000'

Market Value:
Revenues:
Assets:
Net Profit:

% Chief Executive: C.B. Thornton
Total RemUneration: $167,000
Value of Owned/Controlled By: $22,616,000 (common stock)

Physical Pro ile

No. of employees: 118,000

MAJOR DIVISIONS
Business Machines and Systets
Retail and Revenue Systems
'Typewriters and Office Copiers
Specialty Paper, Printing and Forms
Business Furnishings and Fixtures
Navigation and Control Systems
Communications and Electronic Data Systems'
Marine Engineering and. ProdUction
Material Handling

thgineering and Construction
Electronic Components
Electric Motors, Power Drives and Controls
Medical Products.
Educational and PrOfessional PulgiEihing
Resource Exploration 1"
Food Products and Service

.

Atherton, Stouffer Food, Stouffer Food'Systems and
Stouffer Restaurant & Inn

Interconnectin Directorates

Pacific Mutual Life insurance; BenkateriCa Corp.; Bank of America
N.T. & S.A.; Western Bancorporation; Security Pacific National
Bank; Pacific Gas and Electric; Wells Fargo & Co.; United
Aircraft Corp..; United Air Lines, Inc.; Consolidated Natural
Gas System, Lohman Bros.; Getty Oil Co., among others.
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LUCKY 3T0133.

3095

/

1701 Marina Boulevard, San Leandro, California

Minancial Profile

94577

Market Values
Rerenues:
Assets;
Net Profit:

(301)
05)

(343)

$ 445,772,000
1,488,715,000

:

275,23,000
23,475,000

Chief Executive: G.A. Awes oe .

Total Remuneration: $338,409
0 Value of Shares Owned/Controlled Br: $1,962,000

Stockholders.: 25,276 12,781,766 average shares common stook
outstanding

Physical 'Profile

No. of employees: 26,000

428 retail storey
252-supermarkets
70 discount stores
28 membership department stores
.32 drug'iltores
-43 ladies apparel. stores

3. sporting goods stores

Luokr, through subsidiaries la. also involved in'en automotive
warehoUse distributor, milk processing plant, meat distributor,
'and deli packaging plant.

Interconnecting. Directorates

Chabot College; Diepenbrock, Wulff, Plant & Hannegan; Bank.of
America; Pacific Power and Light Co; Stadford & McDonough;
Donahue., Gallagher, Thomas & Woods; Allied Properties,
among others. 4.

0.123 0.12 -4

4;
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TEE NEWHALL WIZ AND FARMING COMPANY

*

Financial Profile

Market Value: $58,139,000
Revenues: $31,127,000
Assets:
Net Profits:

1110,276,000
2,850,000

Chief Executive: Thomas L. Lows
Total Remuneration: $72,400
No. of Shires Owned/Controlled By: 34,632'

Income distribution:
Agriculture and Cattle $21,957,000
Lend Sales # 1,713,000

PhYaical Profile

No. of employee::: 500

Subsidiaries:
North American Dehydrating Corp.
Ranchers Supply Co:
Valencia Water CoM100217
Valencia Recreation Enterbriess,

Acreage - see following page

Operation Note.

White Investment Co.,owned
exclusively by the Newhall
family, holds 1,532,000

Inc. shares (29%) of the Comumi
-stock.

ASCS Subsidy Payments - see following PeEe

Interconnecting Directories

Cantle & Cooke Inc.; Pinson -Piru Citrus Association; Ventura County
Citrus Exchange; Sunkist Growers; Las Paw Orchard; Western
Bancorporation; Pacific Mutual Life Innurince Company; Pacific,
Telephone & TlegraPh Co.; DiGiorgio Corp.; Bank of America
N.T. & S.A.; Bankamerica Corp.; Broadway -Hale Stores Inc.(2)
Southern Pacific Company; California Portland Cement Co.:
Security Pacific National Bank; Concord TV Cable -5 (S.F.);
White Investment COmnnny; Brobeck, Phloger k He.Trimon;
Henry Mnyo Houhall Foundation, among others.

ler
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Name

Year of
Acquisition Acreage

Newhall 1883-1969 41,000

Suey 1883 37,800

New Columbia 1948,4964 28,500

Merced 1954 15,400

Adams and Maxwell.. . 1965!-.1567 8,500

Meridian ' 1912. .
5,500

Wilson 1959-1964' 4,800

Burrel 1967 0 4,100

Cowell 1959-1965 2,300

Mendoza #### 1963 2,200

Wood 1965 '800

Other 1960 150

151,050

- 1970

AsCS 3tn38IDY PAYMENTS:
1970
1969
1968
1967
1966

SEC, Report

Agriculture and Cattle

ligg:g75
234,432
181,684

4.418

Of the land., owned by the Company approximately 50,000 acres

are under irrigation and intensive farming, 85% of which

are farmed in a diversified Way by the Company. During

1970, approximately 30 different crape were harvested by

the Company and/Or its tenants on its six principal agri-

cultural properties which are scattered throughout the

Sacramento and an Joaquin Valleys. Certain lands owned

by the Company are located in areas where the water Supply

is supplemented by federally financed reclamation districts.

An ample water, supply in expected to be available for

current and future agricultural needs. ',1Approximately 60%

of the Company's farm crops is marketed through agricul-

tUral cooperatives..

Ranchland not now usable( for agriculture is, in general,

employed in the Company's cattle operation. in 1970,

172,000 additional acme wero leased from nongovernment

landowners for grazing. The total number of head that

were grazed,during that year'approximaidd 40,000.

, 1970 SW TZerort

tio

4 9,
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NORTON SIMON ipc.

277 Park Avenue! New York, New York 10017

rinstoial Profile

Market Ulu":
Revenues:
Asset":
Net Profit:

253)(165)

c364)
(228)

X 1.014,224,000
3
747,230,000
'6,787,000

Chief Rxicutive: D.J. Mahoney
Total Remuneratiob -: $219,000
value of Shares Owned/Controlled By $23,000 (common "took)

Physical. Profile '

Sales. by Product Group- see fdllowing pace-

No. of employees: 30,000

Ow:rattan rotes

3 canneries convert:4'in 1970 from seasonal to year-round manufacturing
2 seasonal procenning plants were closed

Company built a.$3.5 million 80,000 square feet Research and
Development Center in Fullerton, California

Company employs about 5000 people in the processing of their canned
foods, vegetable oil and.grocery products in some 25 major plants.

LIrtopmgiglina Directorates

Times Mirror Corp.; Bank of America, N.T. & S.A.; Pacific National
Life Aneuranco Co.; Crocker National. COrp,; Braniff International;
Ling-Temco-VouSht (2); Goldman, Sacha & Co.; Golden Leisure Inc.;
.Fir At bank System; Burlington Northern Inc.;.General Telephone
and Electronioe Corp.; OsMelvegY & Myers; Lerand Inc.; Univer.
sity of California at Los Angelen (business administration);
Hallmark Cerde Inc.; Ford Motor Co.; Samuel 114 Kress Foundation,
among others.

50

41

S.



NORTON SIMON INC

MILLIONS OF DOLLARS

1200 7--

11001 1 0 0- -

1 0 0 0

9 0 0 - -

S

500

300 ,

200

100

0 -
100

SALES BY PRODUCT GROUP

COMMUNICATIONS AND
GRAPHIC SYSTEMS

MISCO
McCALL PRINTING
TALENT ASSOCIATES

PATTERNS AND
PUBLISHING

tAcCALL:PATIIIIN
McCALL PUBLISHING

PACKAGING
GLASS CONTAINERS
UNITED CAN

SOFT DRINKS ANII
DISTILLED SPIRITS

CANADA DRY
SOMERSET IMPORTERS

FOOD AND
FOOD SERVICL

HUNT.WESSON FOODS
REDDIWIP
SOUTHERN COTTON OIL
SOUTHERN SHELLFISH
WAKEFIELD SEAFOODS

INTERCOMPANY SALES

1969 FISCAL YEAR 1970 % DENOTES CHANGE FROM PRIOR YEAH

1

- 1970 Annual Report
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OLDEN CORPCRATION

3106

161 East 42nd Street, Ow York, Mew York 10017

Financial Profile

(1M)
(412)

A

122,958,000
1,136,227,000
:531,724000

13,161,000

Market Value:
Revenues:
Assets:
Met Profit:

Chief Executive: R. E. Ablon
Total Remuneration: $150,000
Value of Shares Owned/Controlled By: 4913,000

Physical Profile

No. of employeens.
e

44,000

Divisiixtas Metals, Traninkrtation, Marine Construction, Developaent,
Recreation, and Foods

Foods
Flavor Piot Inc. a ''Ivrida-based grower and marketer

of fresh tomato**.
Tillie Foods, 'no. - canners of fruit, tomatoes and

other vegetables.
Meat paoking in Paraguay
Hot dogs in Zoe Angeles' Dodger Stadium Nediakti

in New York,aad Doggie* Diners on the Padifio Coast.
Mass feeding sales through ABC Consolidated.

Ogden bought Western California Canners
0 Originally bought for approximately $7 million by Ateriaan

Transportation Enterpriaes in 1967 and later sold to ogdin
at cost plus $1 million in expenses.

lintrate( DitectorottOs
Allan & Co. (investment bankers) (2); PepsiCo Ina.; Wertheim *

(investment bankers); Allied Supermarkets, Ina.; Boltzmann,
Wise and Shepard (law); Linkletter Enterprises Inc.; Western
Airlines Ina.; C F & I Steel Corp., among others.

.Ak
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PACIFIC GA3 AND KLINTHIO COMPANY

245 Market Street, Ban Francisco, California 94106

Finenoial Profile

Merket.Velue: (42) 2,1154103,000
Revenues: . gil) 1403,258.000
Asset*: 018,832,000
Net ?refit: 166,219,0001243

Chief Exeoutive:
Total Remunerations $150,000
VM1ue of Shares Owned/Controlled By:

S.D. Sibley

Sales (Agricultural Power) 3,1737,285 KWH
Revendes (Agricultural. Power) $53,339,000

Physical Profile

No. of employees: 24,000

Operation Note,:

"Food processing --- the State's largest-man-
ufacturing in dollar output --- further ex-
panded to Meet the growing domestic and
worldwide demand for more-oonvenienoe type
food products. Highlighting this ProCess wee
the completion of two new "super-eanneriesi"
which are the largest and most modern of to
their tyre in the world and able to proftss
both fruit and vegetable crops on a virtu-
ally uninterrupted basis."

.- from the 1970 Annul Renort in re-
counting the accomlishments of
PG k I the previous year.

interconnecting Directorate,

Dank of California, N.A. (2); Safeway
Stored hell Oil Co.; Ridder Pub-
lications;

Inc.,
l'acific Telephone and Tele-

graph Co.werocker Nations' Coro.; Del
Monts Corp. (2):Pillsburv, Madiaon and
Sutro (law); FMC Corp. (2); Wells Forgo
& Cox(2); Ccorgia-Pacifie Corp.; Litton
Induntrien inc.; Levi Strew:a Co.; Southern
Pacific Co.; Western Bancortoretion; Fore-
most McKesson Inc.; Del Monte Propertien,
Inc.: Amfac inc., emonm others.

$154,000

'4.20.6% from 1969
+12.5% from 1969

DISTRIIIUTION OF IITOCIC OWNEMDMIP
eY Moo of Ifr000lor, Doomolow 31, 1970

Number Mumbor
M Moak M Inwim
hoick*. Ovoid

Momm. KM 4 17.214.111

Joini and
430414n 4n414. 14.333 10.81...St
Mon N,14.3 3,110,333
Truol000.
and Mho* ildeolorloo 22.410 3.$31.1111

Nominomi 3.11$ 26.0111.140

CnronmiMMI.
and iffspria14(311134 1,1134 1,144,133

Choillobio koMmol
miMnienlinno
MundoliMie 1,101 NON
looks and kuM
immonnimMminOnini
mmvonnmorM
einwiti &Mrs 1.004 2.733,110
P1411114u416411401 144 114,442

WINNOWS 1400PORISO 4811 4.414,177

idOOMNOM tp OLIO*
Lobo( oro4molono . >N 14,1 Of

Thiel Mtn, 711.603.010

- 1970 Annual Retort



3102

PACIFICJACHTIIC CORPORATION

P.O. Box 60043 Terminal Annex, Los Angolea, California

Financial Profile

Market Value: (306) I 441,099,000
Revenues; (258) 675042,000
/meets: (243) $1459;035,000
Net Profit; (216)

A
4 38,658,000,-

'.*Chief Executive: P.A. Miller
Total Remuneration: $112,000
Value of Shares Owned/Controlled Byl., . $1,200,000

0.

Physical Profile

No. of Eiployams:

WNW Osinpookon
Suutuorn Cn lkornis Ono Compty
Pkaidt LIONOna snub, Company

Wm:Waft &sopa*.
MiXoet,Wwitur, kw,
IliipkNold Nowak Cetpornifin
Cookal Ms*, kw..
Dusl.ruol Syskpostino,
Dunn Proporken Cwporalion
W, D. Itow4K ellons Curgwillon
Frockfiks Dwolonnutni Caporabon

9000

Hou'llt*WmpkikimmrkwOreWP:
UntigkiwppkwOwW:sulmmkm
MintuNtinnitoolnkmCorponohm
NewililhuirnowyCWPmkiim
DonfiXemok4Amockao,kw,

INAOLOWIL,4100Compeny
MWM10401kwilmOwikkkonMcompony
PNW411.10MMenk*rkol,Mc,
holOWDOUtoilikpolkw.Conwkny
MM.PlunlOwpomilm
ihtl,Mintiernominc,soMod

-1970 Annual Report

RepAnt agribusiness acquisitions.- see following page
Regarding pesticide testing see FMC roport,,page 22.

Ipterconlmting Directoratse

Caterpillar Tractor Co.; Del Monte Corp.; Crocker National Corp. (2);
Pacific Telephone and Telegraph Co. (2); Belting Co Bank of
America N.T. & S.A. (2); Bankamerica Corp.; Cooper, White and
Cooper (law); California Federal Savinga and Loan Association;
Broadway-Male Stores Inc.; Santa Fe Industries; Mutual of New
York; Wells Fargo & Co.; Leslie Salt Co.; Schilling Estate Co.;
Gibson, Dunn, & Crutcher (law); Pacific Mutual Life Insurance
Co.; Unihnamerica Corn.; Times Mirror Corp.; Western Airlineo,
Inc.; Bull, Field, Volt:mann Stocktrell (architectn); ForeMost-
McKeshon Inc. (2); Allied Propertien, among others.

90060
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AgricUlture

W.D.Fowter and Sons Corporation
Headquarterced at Terra Bella in the pro-
lific San Joaquin Valley of California, the
company is engaged primarily in contract
services such as land acquisitions,;farm-
ing, packing; and the marketing of land

and products in Tulare, Kern and Madera
counties for investor- owners.

One of Fowler'i ost interesting and
profitable areas of ;nation is pistachio
nuts, and its full-c e operationfrOm _the
nursery through harvesting and marketing.
is the largest of Its kind in' the United
States. The company's founder and cur-
rent president, W. D. Fowler, pioneered
develbpment of pistachio nuts as a .com-

mercially feasible, tree crop in California.
Because of limited domestic production,

most of the pfstachio nuts consumed in
this country at present are imported from
Iran and the -Mediterranean area, thus
creating an attractive growth potential in
the U.S. for the high quality California
variety:

During 1970, ,Fowler increased the har-
vest from its grove bf mature trees at Terra
Bella from 43,000 to 60,000 pry pounds.
'It coMpleted planting new groves of pis-
tachio trees on 1,440 acres of land near
Madera and Sold out approximately half
of ilia acreage to private investors. It also
acquired an additionaL2,000 acres of land
inthe Madera area.

In addition to the rapidly expanding pis-
tachio operation, Fowler manages prune,
olive and citrus crop acreage for private
investors. The company increased its
managed acreage of oranges by 600
to a total of 3,140 acres --all in the Terra

Bella area. A small citrus packing house,'
which it owns, more than doubled its out-
put - to 600,000 boxes of fruit despite
growing ccinditions which limited the 1970
crop. Fowler also acquired approximately
700 acies-of selected citrus groves in the
central SanJoaquin Valley in 1970.

Key executives of Fowler are W. D.
Fowler, President; Glen Fowler and D. N.
Fowler, Vice Presidents. '

.e4
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Pacific Lighting to Buy
"Blue Goose Growers

,.BX ICON I.ON S. BEINZE
. Tans ilef wow.' . . , .

Pacific fighting Dorf), Whife[BOuthern Cantor-
Los Angeles, took another nia doesiAlace the pro's-
.stee in Its 'cnversification pect.of getting in lihe.for
pkrigram2huriday with gas,A as do other parts of
the announcement, that it the calm*: 'saleS*of" na-
pla'n c Co acquire BIt-,e turat gas to large interrup-
Gooae Growers Inc., :for 'table industrial customers
$22,560,000, such as Pow"cr einripinles

Paul A. Millet:, president will'have to .be curtailed .

'of the utility,. announced, sharply until. -deliveries
the 'plan pr,lor to the an- from new supply sources

. obegin, he said.. .
nue]. meeting in San Fran.. I

cisco. laid-the
transaction involves more
thin.$3.6 million In cash,
with the balance ,in notes,
and assuniption of debt

Included in the group of
28 entities are 10,026 acres
of _orchard and undeve-

, 'Toped land In California,
Arizona, Florida and Ma--
ryland, Also included are
six farm management
companies, .12' packing
houses, two regional
marketing 'organizations
and headquarters facilities
In Fullerton.

said the acquisi-
tion is scheduled for corm.'
pletion, on June 1.

Expects Profit Gain
The Pacific' Lighting

president told sharchol;
. ders the company expects

a 25% increase in earnings
this. year overlie .S38.6
million or $2,03 er share
realized 'in 1970.

Earnings could fluctuate
by. up lo 40 cents a shared
for the balance of the year
due to weather, he eau -'
timed.

The company is engaged
in several natural Fns
serve project.s in a /kV
pherpwide effort to Ob tiitt
future supplies for
more than 31 million eve-
loroarc _in _c r iLsud

. Font be en calf lo; lila, he
raid.

: .1-16



PACIFIC MUTUAL LIFM,INSURANCE COMPANY

,523 West,Sirth Street, LoAs Angeles., California

Finaneial-/°roflle

Market ValUei
Revenues:
Assets:
Net Profit:

:,physical Profile_

.NO. Of eMployeesr

.Interconnectihg 'Directorates
,st

Litton Industries; Bankamerica Corp.; Bank of America, N.A. & S.A.;
'Security Pacific National Bank, Carnation Co.; Crocker-National
Corp.; Gibaor4.,ihu.Ua & Crutcher (law); Pacific Telephone and:Tele-

: : graph 12); Del Monte Con,.; Broadway -Hale Stores Inc.; American
.

TelePhonaand.Telegraph Co.; Western Bancorporation (6); Getty,
011 Co.; Pacific Lighting Corp.; Unionamerica Corp.; Wells Fargo,
A Co.; PPG Industriet Inc.: Griffith Co.', American Airlines Inc.;
Southern California Edison CO. (5); NewhIll Land and Farming Co.
(2); Joshua HendyInternational Corp. (ateamilhip operators);-
'Standard Oil of California; International TeIsohone and Telegraph
Co.;. MaIlliard & Schmiedell; Southern Pacific C6:1 CyrUs Mines
Corp.; Barker Associated ComPaniesvWestern Pacific Railroad Coil
Yosemite :Panic and Curry Co.; Stanford University (trustee): Amfac,
Inc., among others.

$15:619;$25,416 (34)*
$ 467$9,000 432)*
$ 917060,195 433*
4 , -312,106 (23)*

11. = ranking here is accord-
ing.to FORTUNE MAGAZM:'
Top 50 Insurance Comonry
rallkings

PACIFIC TELEPHONE AND TELEGRAPH COMPANY

140 Nay, Montgomery Street, San Francisco, California 94105

Financial Profile Physical Profile

Revenues; $2,076,283,000 'No. of emploees:
Assets: $5,260,636,000
Net Profit; 4 200,60000

Chief Executive: Jerome W. Hall
Total Remuneration: $128,333
No. of Shares Owned/ Controlled By: 800

Interconnecting Directorates

Bekins Co.; Bankamerica Cern. (2); Bank of America N.T. & S.A. (2);
American Potato Co.; Stanford Research Inatitute; Prudgntial In
surance Co.; BroadwaY-Hale Stores, Inc. (2); Standard Oil of
California; lank of California, N.A.; Stauffer Chemical Co.;
Crocker National Corp. (3); New York 'Life InsUrance Co.; Pacific
Mutual Life Insurance Co. (2); Gibson, Dunn & Crutcher (law);
Pacific Cr. s & Electric Co.: Di Ginrgio Corp. (2); Pacific
Linhtinp Coro. (2); Security Pacific National Bank (2);. Ducomiun,
American Telephone and Telenreeh Co.; Garret McEnerncy II
(law); Souhhera California ;'.'dinon Co,: Western qancorporntion;
Nevh-11 Land and F:irmirin Co.. nmonn others.

98,000

Inc.;
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' PURER CORPORATION

5101 Clark Avenue Isikwood,. California

3105.

Financial Profile

Market Value;
Revenues: (490)
Net Profit:,
Aseeta:

Chief Eiecutivet
Total Remuneration: $141,000
Value:of Shares Owned/Controlled By: eno,00p

Physical Profile

oremployeest, .8000

Divisions:
Consumer Products
GrioCery Products.
Swimming Pool:

Products
Chemicals
:Equipment

9L "yinduatrial
Drugs and Toiletries

Aitmotite Engine
Services
AtiatiOn Group

Industrial and .

Institutional
Products Grolep

-prosiaerinchiffEriee
'Aerospace
Commercial'
Navy Products

Royal Romes Division

Operation-Notes

William R. TinCher, Chairman of the Board explains Purexos stand
Vis-a-vis the. United Farm Workers Organiting Committee (AFL-CIO)
see following page.

4.
Intercohnectinm Directorates

T.W. Ludlow & Co. (retail lumber, fUsi and real estate investments);
Myth & Co. (investment bankers); Gibson, Dunn & Crutcher (law);
Santa Barbara Bay Corp.; BrunswigDrug Co., among-others,

I200002,000
325,343,000

4,303,000
252,383,000 .

W.A. Tincher.

NN
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AGRICULTURAL GROUP.
Freshpict Foods, Ina is a producer,
packer, and shipperof fresh vegetables,
operating in California, Arizona and

Colorado. Major conantoditiea include
lettuMi asparagus, Marg. artichokes,
canteloupes, broccoli, bell peppers, CU.
rots and onions. In conjunction with
the vegetable operations, o number of
processing and field crops arm grown.
Max geldbaum ic Sons and Triple
Packing are engaged is consumer pack.
aging and the distribution of fruitsfrui
and vegetaldes to retailers in thk
west and eastern inboard areas.
Gonzales Potato Company harvests and
processes potatoes for distribution to
the potato chipping industry.

FERRNAKORSE
SLED COMPANY
11:Oduces and madam vortabI, Bow.
Sr and firm loads throughout the
United 'States and internationally.
Leading vegetable seeds produced he,
elude: tonsitoes; cucumbers, lettuce,
bush hews, peas, radishes, carrots,
beets, celery; can and cabbage.
ow faint seeds are produced, such as
pasture greases, alfalfa and olio Juin.
A tremendous variety of flower midi,
are produced, including virtually every
kind that is seffscieady popular to be
nauketed cooterercially.

Additional material concerning
*Agricultural ProduCts on following page
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SHAREHOLDER: My corn ant coercing the Agri-
. culture Division which is the only divhion 'that
lost money last year.-1 don't believe you reelfze
It but the contracts signed by the United Farm
Workers Organizing Committee are lIkeal. Now,
I quote the State Lahti Code, As you knoW, the
workers have nothing. to do with whether these
contracts *resigned or not, and they opposed these

if these" contracts are vo d, ass they lefelh' can

du
be. Pores can make money the agrieu himl in-

, .
is

Astrynd I will muste the sect of the' 'California
State Labor

CHAIRMAN TINCHER: Let's assume you arc cor,
W, sir. Can we Et to your question? I think we
haw* lot of people with questions,

SHAREHOLDER: Okay, What I would like to com-
ment on is, number one, the contracts signed by .
Puma with.the United Fans Organizing
ConsmIttest are Mentilla Let's state that first of all,

CHAIRMAN TINCHER: Let' my that is correct.

SHAREHOLDER: Why did rex sign the eon-
tracts in the Ant place?

CHAIRMAN TINCHER: I explained that in great
detail last year In essence, we, got blackmailed
into We lost .4300000 hi agricultural vendee'
last year. If we had had to face all the united
liberals in this country, fighting Cesar Chavez,
saying we wouldn't even recognkse his Committee.
we would haw lost about 48 million in grocery

SHAREHOLDER: Wouldn't it have been better to
have staged an educational campaign to inform
people around the country that the employees did
not wish to Join this Organizing Committee?

CHAIRMAN TINCHER: Wa studied that. As *mat-
ter of fact, we hired outside public relations experts
and we speat.hourn arid hours and hours. We drew
up position papers. We figured out what a cam-
pa,lin would cost us.

we were prepared to do whatesier was necessary.
WeWe found out the told, hard facts of We, as I

last year,
The roosts mkt, "We sympathize with you but

we don t want any pert of UPWOC and Maw=
We appreciate your problems but get them nuts
away from circling our stores and throwing our
merchandise Inside the store on the floor. It's your

; problem." .

It was a situation none of us liked. If we hadn't
done what we did, though, we wouldn't have been
inside the grocery and the dreg stores with ;ISO
million worth of products with high profit margins.
SHAREHOLDER: Now, why don't you appeal to
the Labor Law Enforcement and the Attorney
General to enforce the Labor Laws of the State
of Cslifornia? .

CHAIRMAN TINCHER: Well, I don't know quite
what you are getting at, sir. We all know that
every piece of legislation on farm activities that
has been introduced in this legislatureboth houses
are controlled by one partywe know that every
piece
Wen 31fts<ttirnntingg'rvicht-Lrodreei:>,:*
yesterday.

SHAREHOLDER: The California State Labor Code
applies to these contracts is well as to other eon
tracts. I think a big corporation hke Purrs could
lead the way to provide freedom for these faros
workers..

CHAIRMAN TINCHER: I ran only stare you life
rs svidnm blackSr White. Life Is seldom as simple
as you tire nuking it sound. From a legal point
of view, we have cstreiswly maid legal counsel,
We have exhausted all possibilities and so far, its
a result, nothing has heel! Mlle to 11;111, latT11
Inee01111/leallell,
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Agricultural Products

The establishment of the Purex. Agricultural Group
by the acquisition of Valley Packing Company of Salinas,
California and Brock Ranches, Inc. of El Centro, Cali-
fornia In 1968 gave a new dimension to Purex's consumer
Product; operations.

Following the management decision that diversification
into agriculture would be a profitable step, a number of
small, well-mal&ged agricultural operations were acquired.'
in 1968 and 1969, Purex's philosophy in developing its'
stricultural operation has been to establish a widely diver-
sided crop program, endeavoring to balam out to con-
sumer needs and production schedules.

At a result of the rapid but careful expansion of the
pot two years, the Purex Agricultural Group is operat-
ing profitably in the agriCultural areas it originally planted.
It has acquired good management and small shares of
most of the crops it desired, and it note plans to consoli-
date its position and improve its operating techniques
and efficiency.

On Tune 30, 1970 Purer received notice of a pro-
posed complaint by the Federal Trade Commission
challenging its acquisition of a number of relatively small
fresh-produce companies on the ground that the action
may lessen competition in the fres]) produce market.
Purex feels the charge is not meritorious. since its agri-
cultural acquisitions amount 'to only a minute (ration
of the produce business and therefore cannot logically
be considered as reducing competition. As of this date,

Purex has not yet received a formal complaint from the
FTC and is working .with the FTC to dispose of the
matter by a consent settlement without litigation.

In the field of labor relations, Purer recognizes that
unions in agricultural production will be a permanent
reality and believes 'that farm workers have as much
right to representation as any others. Many of our agri-
cultural employees are presently unionized and an effort
is now being made in the Salinas Valley to determine
which of two unions should represent the field workers.
The company believes that responsible union influence
is a good thing, but it favors legislation to eliminate
boycotts and harvest time strikes, which are unfair to
both consumers and farm owners.

Despite the proposed FTC complaint and the cur-
rent uncertainties of agricultural labor relations, Purex

' management believes strongly that its entry into the pro-
duction and marketing of agricultural consumer products
was azise move which should prove increasingly profit-
able though the years. It is confident that the company's
agricultural operations will continue to contribute sub-
stantially to profitable growth.

If you Shone that we ha.vc been RUINS somehow,
that this is a very simple legal matter, and that
these contracts ran be decland Illegal, we would
certainly enlist your support awl ink you tan at-
Complish this for ms, We, our attorneys, and the
attorney's of others who have been involved, have
not beett able to see it as a simple matter.

5

5 8'
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SAFEWAY STORES TUC

3107

201 Fourth Stre

Financial Profile

, California 94604

Market Value,: (124) $ 8660932,000
Revenues: (14) $4,860467,000
Assetst (315) $ 675,705,000
Net Profitt (100) $ 68,892,000

Chief Executive: Quentin Reynolds
Total Remuneration: $155,000
Value of Shares Owned/Controlled By:

Physical profile:

Subsidiaries:

Canada Safeway Ltd.'(1007) 1 its*subsidiories.
Airitralian Sofewny Ltd. (90;1)*

Australian Safeway Stores; Pt,.. Ltd. (M 1044-

'''f9j
Jasper iry Co. Ltd. (/00q)
Macdonalds Consolidated Lt . $)*

Clparbrook Frozen Foods Ltd. (100%)
Safeway Food Stores Ltd. (90) *
"Safeway!' Supermarket Obit (West Gernany) (9051)*
WingateEquipment Lessors Ltd. (100%) ° .

Canada Safeway international Finance orp. (100%)*
N

OPTE; % in parenthesis indicates voting pouei of Safeway StOreS The.;
. .

No. or employees: 78,000'

Dompany properties - nee following page

A 90-page study of Safeway Stores inc. corporate profile is available
through the Agribusiness Accbuntability Project, 1000 Wisconsin .Th

AVenUe, R.W., Washington, D.C. 20007.

Interconnecting Directorates

Castle & Cooke Inc.; Amfac Inc.; Wells Fargo Bank. (2); Hewlett
Packard CO.; Owens-Illinois Ine.; J.G. Boswell Co. (2);
Banc: of California, N.A.(2); PaSific Gas & Electric Co.;
Shell Oil Co.; Frank B. HallrIpc.; Utah Construction and
Mining Co.; Security Pacific:11010ml Bankv.Ridder Publications;
Bath Industries; Caternillar&Tractor Co. Southern Pacific Co.;
l'ibreboard Corn.; Cutter Laberatories; Merrill Lynch, Pierce,

4 .Fenner & Smith'(2), among °there.'

$386;000

4
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Safeway.Storen Inc. operate. 2303,atorea in the Uni'scd Stater:-
(1963), Canada (263), Australia.(27), United Kingdom (40),: and
Wont Gormany (10), and amploya 96,760 people.

In the United States the comPany operates:
23 distribution centers
12 bread baling 'plants
1 °aka baking Plant
1 canal processing plant
2 cookie 4 cracker baking plants
3 cafe° roasting plants

, 7

1 dressing & salad oil plant (Richmon4,'Calif.)
,1 edible oil refinery & finished products plant

(Denison, Texas)
dressingfruit processing, margarine 4 dressing plant

(Grandview, Wabhington)
. 1 housahold chemicals plant

1 jelly & preserves plaht (Son Leandro, Calif.)
1 soap plant (Oakland, Calif.)
14 ice cream planta
1 instant milk plant
15 milk plants
3 egg candling plants
3 meat processing plants

19 praduceprepacknging plants"
5 soft drink bottling plants
2 °hecae pre-cutting plants

In Canada, througli its. sub &diary, Safeway Stores Inc. °perigee:
3broad bolting plan {s
1 coffee roasting p1 t
4 rtuit & vegetable canning plante
2 frozen fruit .& vegetable proaessing plants
1 jam and jelly plant

' 3 ice °roam plants
3 mdlk plants:
3 egg candling plants,
1 cheese pre--cutting Plant .

51
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SEARS ROEBUCK AND COMPKWI.

303 East Ohio Street, Chicago, Illinois, 8°611

Financial Profile

Market Value: (6) $11079,329,000
Revenues: (5) $ 9,262,162,000
Assets: (25) $ 7,623,096,000
Net Profit: (9) $' 464,201,000

Chief Executive: G.M. Metcalf
Total Remuneration: $375,000
Value of 'Shares Owned/Controlled By: $3,263,000

Physical Profile

No. of employees: 359,000

Stereo: Complete Department 255 Subsidiaries:
Medium Size 381 Homart Development
Hard Line 191 AllState Enterprises Inc.
Catalog Order Planta 11 AllState Savings and
Catalog Retail and Loan Association
Telephone Sales 2310 AllState Insurance Co.

Major Distribution
Warehouses 69

---Serylce and Parts
Centers 115

Interconnecting DIrectoratea

Bank of America N.T. k S.A.; Crocker National Corp.; Commonwealth
Edinon Co.; Kraftoo Corn.;Manufacturers Hanover Corp.; First L.
National City Bank of New York (3); Quaker Oats Co.; Conill
Corp. (2); American Telephone and Telegraph Co.; International
Harvester Co.; United Air Lines; Royal Street Corn., among others.
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SECURITT PACIFIC NATIONAL BANK

Poet Office Box 2097, Terminal Annex, Lon Angeles, California 90054

Financial:Profile

Market Vilue: (220) $ 610,805,000
levenues: (329) 505,802,000

8,Asset*: . (20) 038,070 000
Net Profit: (145) 54,765:000

Chief Executive: 7.G. Larkin Jr.
Total Remuneration: A1180,000 )
Value of Share': Owned/Controlled By: $73,000

Shareholders: 24,182 17,026,275 average shares outstanding

Physical Profile

No. of California locations: 415.
No. of employees: 15,000

The Bank received a $39,276 ASCS subsidy in 1970.

Interconnecting Directorates

J.G. Boswell. Co.; Safeway Stores Inc,: Carnation Co.; Pacific
Mutual Life Insurance Co.; Gettylbil Co.; Litton Industries Inc.;
Pacific Telephone and Telegraph Co. (2); Duoommun Inc.; Times
Mirror Co.; Santa Pe Industries; North American Rockwell Corp.;

. United Press International; Backman Instruments Inc.; Brody
Investment Co.; American Airlines; Kerr-McGee Corp.; Hobert
Dollar Co.; Zssiok Investment Co.; Lear-Siegler Inc.; California
Portland Cement Co.; Southern Pacific Co.; George D. Hart Inc.;
Farquhar & Heimbucher; Teledyne Ryan Aeronautical Co.; Superior
Oil Co.; Lockheed Aircraft Corp.; Union Pacific Corp.; The
Lurie Co.; Judsen Steel Corp.; Homestahe Mining Co.; Purity
Stores Inc.; O'Nelveny & Myers (law); Cyrus Mince Corp.,
Sunkist Growers; Lloyd Corn. Ltd.; Southern California Edison
Co.(3); Newhall Land & Farming Co., among others.
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RIOUTURN vaarommt RD/SON COMPANY

P.O. Box 351, Los Angele*,. California 90053

Financial Profile

Market Value: IV) 1,300,516,000
Revenues: 720,661,000
Asset.: 621) 3,226,881,000
Net Profit: (39 127,495,000

Chief Executive: J.K. Horton
Total Remunerations' $150,000
Value of Shares Owned/Controlled By: woo() (common stock)

Agricultural Revenues: $18,871,000 +22.1% from 1969
Agricultural KWH Sales 1,151,937 +25.5% from 1909

- impost single item on the Company ledge

Physical. Profile

Number of OustOmerst 2,438,584
Number of employees: 12,000

1nterconnectirp, Directorates

Bankamerica Corp.; Bank of America N.T. & S.A.; Pacific Mutual
Life Insurance Co. (5); Western Bancorporation (3); Broadway -
Hale Stores IncA(3); Beckman Instruments Inc.: Security .

Pacific National Bank (3); American Telephone and Telegraph
Co.; Del Monts Corp.; California Cotton Oil Corp.; Pacific
Telephone and Telegraph Co.; toolcheed AiieraZt Corp.;
Carnation Co.; Getty Oil Co.; Gerald H. Phillip. Inc. (general
contractor); Lloyd Corp. Ltd.; Buffums, (department store);
Amtac, Inc., among others. .

sit
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SOUTNERNPACIFIC COMPANY,.

65 Market Street, San Francisoo, California 94105

Financial Profile

Market Value: (109)
Revenues: (117)
Assets: (66)
Net Profit: (56)

vb;

1

985,890,000
1,272,289,000
3,066,260,000

$ i06,766,00a .

Chief Executive: B.F. Biaggini
Total Remuneration: $190,000
Value of Shares Owned/Controlled By: $105,000'

Freight Revenues: Farm products $119,341,000 +44%
Food & kindred .

products *148,706,000 +4.6%
Chemioale and allied

products 3106,876,000 +6,0

Physical Profile

Own 3,845,969 wires of land - see map on following Pages
Operate 21,206.52 miles of track
possess'mineral.and.rgalty interests on another 1,334,741 aores

Southern Pacific tend Co. (a subsidiary - see following pages)
has.about 173,000 aCrem of land in agriculture, prinoipally
in California.

Number of employees: 41,00g

Companies.aad subsidiaries r see,following pages
;

The Company has 50% ownership (ith Union Paoifio) 1n Po:1ft°
Fruit Express whioh operate:: over 2600 cart at a cost of
$83,000,000.

In 1970 the Company located 52 ew industries along their lines.
They expect a similar growt ate in 1971.

ASC3 Subsidy Payments and leased farm land row* see following pages

The Southern PaoifiC Development Co. (a subsidiary) ham approxi-
mately $23 million and 42 million in catch.

Interconnecting Directorate:::

Safeway Stores Ino.; J.G. Boswell Co4;.Bank of California, N.A.;
Fibreboard Corp.; MerrillLynch, Pierce, Fenner and Smith; Cater-
pillar Tractor+Co. (2) Bechtel Corn.; Genera]. Motors; Crocker
National Dank; Cyrtis Mines Corp.; Western Bancorporation (2); _

racific Hutunl Life Insurance Co .; Lehman-Bros. (invettment
bort:ern); IBM Corp,:,FMC Corp..; California Portland Comont.Co.4.
floorj.ty Pao*Ic INtionnl T3nO1;; Cho:mac:a test Yor% Corn.; Unpriv.
Crirol & Co.; Pnoitio Crag cc gloario C0.; joontitwd on rollowirv;
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/nterconneeting Directorates (cont'd)

New York Life InsUrance Co.; International Telephone and Tel-
graph Co.; Willamette industries; Newhall Land & Farming Co.;
Del Monte Properties Inc.; Tenneco, Inc.; Association of
American Railroads, among.others.

NN

Leased land in 19691
Fresno County, California

Giffen, Inc. 31,303.11 acres Net.Piofit & Income
$325,607.

Arista Del Maw 7,180..51, acres Net
844
Prof

5
& Income

Jack Harris Inc. 2,951.26\acres Net Pro it & Income
$ 84, 6.

Kern County, California.
Producers
Cotton Oil co. 4,448.85 acres Net fit & Income

$10 ,88l.
Leased land in 1970

Fresno County, California
Giffen Inc. 21,312.94 atres Net-Profit - $422,231
Jack Harris Inc. 2,951.26 abres " - $108,505
H.C. Reece, 2,651,84 acres " " - $ 74055

*Vista Del Llama 7,180.19 acres m - No report
* . Owned by Anderson Clayton & CO.

ASCS Subsidy Payments to Company
1966 S.P. Land Company 31,016
1967 S.P. Land Company 50,400
1968 B.P. Land Company: 54,917

. 1969 B.P. Company , 161,068
. 1970 S.P. Land.Company . 71,757

S.P. Iansportation Co. 2 440

Southern Pacific Co. owns 78,923 acres which is'Neligible"
for federally cubsidized water in the WestiandsMater
District. . , I

As Of July 30,1970 none of this acreage, was under
recordable contract vin-a-vim the provisions of the
160-acre reclamation darts.

Southern Pacific Land Co. owns 30,056 agree which is "eligible"
for federally subsidized water in the Westlends Water =strict.

As of July 30,1970 none of this acreage was under
recordable contract vis-a-vis the provisions'of.the
160-acre reclamation laws. . .

Company contributed $7000' to California Governor Ronald2ReaCm&s
.1970 vriOary Campaign.
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STANDARD OIL COMPANY Or cAtarotticiA

P.O. Box 3495, San Promise°, California 94120

financial nettle

Assets: i801

Market Um l (18
Revenues; 17

Net Profit; 10

---
F,593,623,617,000

,551,000
.187,762,000

454,817,000

Chief Executive Officers 0.N. Millar
Total Reauners.tion: $250,000
Value of Shares Owned/Controlled By: $688,200

Males], Profile

No. of employees: 45,000

Prinoipal subsidiaries and affiliates » se. following page

Land Development

Chevron Land and Development Company,
a arbsIdfary, expanded ptogtamo lot da,
velopment of Standard's Westetn U. S.

in toffy 1971, Standard granted on indS
pendent development group an option on
110-acres of land in Richmond; Calilornia,

Standard Oil of California
owns 306,000 aores of land
in California, most of it
in agriculture.

Operation Note"

ASCS Subsidy Payments:
1970
1969
1968
1967
1966

for a major mien,' shopping cantor. TN
developers plan a multimillion -dollar an"
lee with notional dopartmonf storm Pits
126 mallieves, Sizable **cant Kraig*,
hold by Chevron Land, will be appropdaloly
dewier*.
Gonsouctice was Madrid at El; Sogundo,

California, on the OM high.rleo office build-
ing tind site Improvomente In IN new Inter-
Italians! Cenktr, a planned commorciel
community with more than $250 million In
possible lulu,. projects. Chevron Land
holds a hall Interest in the man,., located
near the Los AngolOs international Airport.
atendord owns sizable additional scrooge
.knmodieloy adjacent in the development.

Chevron Land m actively wiggled In the
development of other major landholdings
throughout California.

Zateroonnsoting Directorate,

Pacific Telephone I Telegraph
Co.; Bank of America NT I BA;
(2); Bankamerica Corp. (2);

11/1,lig
Prudential Insurance Co.;
Stanford Research Institute

36,230
39,395

i2);Broadway -Safi Stores, In(
2,1 American Potato Co.; Di-

/

2I,2?8 Giorgio Corp.; Time Inc.;
$35 ,3 6 Kaiser Industries; Consoli

dated roods; I T A Ti Boeing
Co.; Western Banoorporation
(2); Crocker National Corp.;
Pacific Mutual Life Insurance
Co.; Joshua Hendry Inter-
national Corp. (steamship
operltorp), among others..

67



3:.
T

lij
ii

i
1

.i

11 _thl
li gii71 if 11

1
i

i i
4

i
1

I
. 21.;

11 ill 1111 1111111111 ii ill
1

I
1 111

l
i
 
1

i
g
i
l
l
 
%
I

t
!oh iiii m

iliiiiiiiiiiiii,1111
Ili

I
I
!
 
1
1
1
1
4
1
!
-
A
l
f
i
l
l
i
t
i
l
l
i

I
i
.
 
1
1
1
1
1
1
1
1
1
1
1
 
I
I
II 1 I lig!

PIO
H

i 110;$1 il IlO
gilT

1

11-Piln
1 I Ir t ii"P

V
'

-

1110 ii11 "O
r_

,
1-

.

- i ,
:

_
,..

i
/
I

btil
O

A
1r . -

II ii illH
illii iE

lliii i :
L

I.11
1

-
..

,_
13

_Jr
w

I h
f

k
c
.
,

I
 
P
I
!
 
N
I
 
i

1

i
a

'
-
-

ti
i

S
 
S
u .
,
E
1!dm
h
i
,

1
i
l
 
4
!

-
 
-
I
l
i

t
I
V
I
I
:
i
n
v

p
Ei

":11
all

n!s qlirt.A
pt

la H
E

N
I

o
f

Il

ff

axa



-7-

941 Nort4.Meridlan StreettIndiananolia, Indiana 46206

Financial Profile

Market Value: $102,.8454000
Revenues: 274;640,000
4Ssatst-, 168,542000 -
NetJtofits: 4,302,000:

..-Chief:EXeCutlie;. Alfred J. Stokely
Total Remuneration: $84,502

ShareaCWnadieontrolledSyl 20, 000

. .

. Physical Profile

No. of eiployefs: 7000

Canned Foods DivisionProcessor and distributor of the Van Camp's quality line of non-seasonal canned foods
inaluding the number one: sailing Pork and Been, a full line of canned seaspnal fruits and vegetables told
underlhe Stokely's Finest label andcfrinks Including Gatorade the original thirst quencher.

General office: 941 North Meridian Street, Indianapolis, Indiana

Operations:
CALIFORNIA/Lodl, Lois Angeles, Oakland

°ravine, 034a rd, Santa Cruz
IDAHO/Emmett
ILLINOIS/Gibson City, Hoopeston, Rochelle
INDIANA/Indianapolis,* Peru, Tipton*
KANSAS/Lawrence*
MICHIGAN/Caro, Croswell, Hart, Boonville

Nonlreasonal operations conduoted in canning plants at these locations.

Frozen Foods DivisionProcessor and distributor of frozen vegetables, fruits and other products which are dis-
tributed under the Seokely'S Finest end Picfsvfeet !abets.

General office: 970 NorthMerrdian Street, Indianapolis, Indiana

Operations: -
CALIFORNIA/Oxnard, San Jose
FLORIDA/Haines City
INDIANA/Indianapolis

MINNEBOTA/FairniOnt, Lakeland - -
NEW JERSEY /Trenton'
9HIO/CrIfina, Curtice,*,Nalwaliclioautding
t ENNESSEE/Newport,*Tellico Plains
TEXAS/Dallas*
WISCONSIN/Appleton, Columbus, Cumberland,

Frederic, Hannon, Hannon. Plymouth .t

Interconnectin5 Directorates

Nerchanta Na4Onal'Bank & Trust; Indiana Canners Associationf Rock-
ford CanAlili,L4,,Ayres&-Qo.(2); Sall Carp.; American National
Bank & TrUatI.Calvert Exploration Co.:. American Fletcher.Bank
(Indiana); Indiana Bell- Telephone Co.; Indiana Power and Light
Co.; American Unitei*.'tfc Insurance coo; It-B. Farms, Inc., among
others.

MINNESOTA/Fairmont, Winnebago
OREGON/Albany
WASHINGTON/Auburn, Kent, Mount Vernon,
Stanwood, Zillah

. (continued-on the following page)
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Capital City Products DivisionProcessor of food oils to produce highly specialized products which, are
utilized by_ other processors as ingredients.

General offkliandoporationt: 525 West First Avenue, Columbus, Ohio ,

Pomona Products DivisionDistributes and processes;, primarily under the popular Sunshine label, a line of
southern vegetables. The major marketer of Pirtientos lathe U.S.

General oMce and operations: Griffin, Georgie

.

Kuner Munson Compani DivisionDistributes In the Rocky Mountain and Plains Areas a line of canned fruits
and voiletabletUrider the Kuners label.

General offfseand operations: Brighton, Coloado

Purity Mills DivisionProcessor of unpopped popcorn sold primarily under the Popeya and Betty Zane labels
and puffed Wheat and rice with the Popaya label.

General office; Dixon, Illinois,

(*.ratio na:,
Illinois/Dixon
Indiana/Clarks Hill
Ohio/Marion

Can Manufacturing DivisionManuladtunsr of cans from tin plate supplied to other divisionsfor use in canning
.4 Operations.

General Wise: 041 North Meridian Street, Indianapolis, Indiana

Operations:
California/Lodi
Indiana/Indiarlapolle ;

Tennessee/I.:rev/port'
IllinOls/Ropkford

SUSSIDIARIES

M. W. GRAVES & COMPANY, LTD. and CANADA FOODS, LTD., Berwick, Nova. Scotia,Canada
Distributors and proceilsors ot canned and frozen vegetables and fruits sold In Maritime Provinces of
Canada under their own labels.

HAWAIIAN FRUIT PACKERS, LTD., Kapaa, Kauai, Hawaii
Packer of pineapple products for sale by and use of the parentcompany.

STOKELY-VAN CAMP OF CANADA, LTD., Essex, Onterio, Canada
Processor and distributor of canned vegetables distributed In Prairie ProVInces of Canada under Its own
label.

STOKELY-VAN CAMP OF PUERTO RICO:Wan:A Puerto Rico
Sales' Corporation.

CD



SUNKIST GROWERS INC.

Financial Profile

Salett

31.1.9

$314,000,000 (11252000,000 came from the tali of
fresh fruit alone) .

Chief Executive Officer: Roy Utke
Total Remuneration; Not available

Physical Profile

A non-profit tooterative which serves 8300 citrus growers. in
California and Arizona and markett over 470 of trash citrus
shipments from the two states. -

114 packing houses are organized into. twenty regional
exchanges which in turn elect Sunkist's 32-man Board
of Directors

Among themembetzwof Sunkist are:.
BerylWood Investment Co, (Kaiser Aluminum and Chemical Co.)

:Blue Goose GrOwert Ina. (Pacific Lighting Corp.)
Giffen Ranch (Russel Giffen)
The. Irvine Company (Irvine Foundation)
Newhall Land:and Farming.Co.
Rancho Sespe (California Institute of Technology),
S.A. Camp Ginning'Ca.

Interconnecting Directorates .

Security Pacific National Bank, Newhall Land and Farming Co.,
Castle and Cooke, Inc.: Valencia Water co., FillMon-Piro
Citrus Association, Ventura County Citrus Association, Las
Pasat Orchard, among others.

6 2.



TEJON RANCH.

Financial Profile

Market Value:
Revenues:
Asseta:
Net Profit:

3120

I11,006,678
3,654,818
?,302,686
1,263,663

Chief, Executive Officer: Howard R. Leach
Total Remuneration:

. Not Available
No. of Shares Owned/Controlled By: None'-.

Physical. Profile

Map, divisional.income, farm crop acreage, and year end cattle
inventory see following pages

Owns 290,000.aCres. of land

Recently sold 197 acres oftahle grapes for $172,653.

Also sold 2225 acres of irrigated farm land in Arvin-Edison Water
Stotag& District for $518,866 (all but 80 acres of which were
subject .to the Federal 160-acre limitation sot).'

Operation Notes

ASCS SUbsidy Payments
1970.
1969
1968
1967
4966

1100
.1,4k*Vilk

180046
13,01
lo4,,2555

115i8.02
121.096 .

Stockholders: 1700 ,

Common stook outstanding: 1,248,844 shares (March 1,1971)
Times-Mirror Co. owns 150,848j-shares (12.8%)
Chandis Securities Co. (wholly-owned by the

. Chandler family) owns 63,425 shares (5.8%)

Interconnectinfi Directorates

.Times Mirror Co. (2); MaqUinaria y Camiones (Mexican farm equipment);.
Gibson, Dunn & Crutcher; Signal Companies; W.M. Garland Co. (real
estate broker); M.H. Sherman Co.; Ardell Investment Co.: Prudential

0
Insurance Company of America (Sr. VP); Weisman & Dreisen (law);
Western Pacific Railroad Co., among others.

112



Oil and Gas Income . . . .

Other Mineral Income . . ..

2.ivestock Income .....
Range Rent . . . '. .
Farming Rents 4 Revenues
Conunercial Income
Interest Income
Water Sales
Other Income

Operating 4 Administrative Expense

Operating Income
Taxes on Income

Extraordinary Items

Net Income

Irrigated Acres

-Cotton

Potatoes

.41171 la

Grain and nisei. Vegetables

Vineyard

Oranges

Fallow .......

Non.irrigated Acres

Wheat .......
Barley

Fallow . . .. ..

3121

1970 19.69

Per Cent of Per Cent of
Income Income Income . Income .

$' 376,620 10.3% $ 433;576 14.0%
207,562 5.7 178,135 .- 5.7

1,269,128 34.7 0 958,445 30,9
88,685 2.4 87,580 2.8

1,120,733 30.7 272,371 28.1
1-12,906 3.1 119,442 . 3.9.
377,436 10.3 228,792 7.4
25,880 0.7 119,851 2.9
75,862 2;1 133,801 4.3

53,654,818 100.0% 53,101,993 100.0%
2,843,778 2,302,809

S 811.040
309,909

501,131
762,532

51 263,663

.799,184
296,938

502,246
182,900

$ 685,146

et

.FARM -CROP ACREAGE' .

1970 1969 1968 1967 1966

.4 406 4,293 4,078 3,523 1587
3 759. 3,899 3,904 4,334 4,529

225 928 . 1,189 1,434 1,481

. 7,061 7,309 8,246 , 7,152 5,365

372 . 372 375 352 300

.' S01 501 373 373 373

3.517 4,002 2,981 2,267 2,666
0

19,841 21,304 21,146 19,435 18,361

2,270 2,080 3,002 3,436 2,806

1,981 1,194 951 .761 1,529

4,873 4,108 3,985 3,741 3,795

9,124 7,382 7,938 7,938 8,130

28.965 28,686 29,084 27,373 26,491TOTAL ACREAGE . .....
YEAR END CATTLE INVENTORY

1961 1962 1963 1964 1965 1966 4967 1968 1969 1970

Tejon
Breeding
Nerd .

Pnrchnsed
StocAers 398 .608 .918_ J,611 2,505 ..1.131.,...2.279_1.1,436 4;181_ 5.185

rota/
Brat/ . 6,275 7,724 8.591 9.538 10.734 11.087 11.313 12.712 14,779 14,596'

. 5,877 7,056 7,633 7,897 8,109 -84956 9,034 9,276 9,798 9;411
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MOJAVE
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. MT. FINDS

EDWARDs
A.F. BASE

LANCASTER

PALMDALE
VALEN

VENTURA SAN gERNANDO

Los ANGELES

INDEX MAP

The strategic location of the Tejon Ranch is'apparent from the map shown ;ime. %VW' excel.'
lent access provided by Federal and State highways:the Ranch is in elosoproximity to Southern .

California gniwth areas, Interstate Route S will establish a divided 8-lane freeway to Lo. Ange
les and other Southland communities, and, when finished to the north. will afford the Mast dired
route to the San FranciscoBay Region. When completed,. recreational facilities of Iwo MajOr
Feather River Project Reservoirs (Pyramid and -Castaie) will tie within easy driving range of the
Ranch. as the planned intercontinental jet airport near Palmdale: Since the vast acreage
locale within. the Los Padres 'National Fares( is.unavailable.for private development, the Tejon
Ranch lands are among the closest to Los Angeles that arc still undeveloped.

1970 Annual Report
65
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SZNNECO INC.

P.O. Box 2511, Houston, Texas 77001

3123

Financial., Profile

($8)
(k3)
(46)
(27)

11,546,312,000
2,524,740,000

14 ,343.793,000
$ 157,809,000.

Market Valuet
Revanueit
Assets:
No Profit: .

Chief Executives N.W. Prieman
Total. Remuneration: $178,000
Value of Shares Owned/Controlled By: $1,358,000

Physical Profile

No..-of -employees: .00;000:

Subsidiaries - see following page .
, .

Tenneco West,-Ino. as of NICOMbilir 30, 1970
Land Owned . Land Leased Total

California 362,540 33,698 396;238
Arizona 604,462 486,575

11337".M. t

128,954 net acres are'devoted to irrigated
farm lands- - 42,020 farmed by 'Tenneco while the rest la. leased

Recently sold 30,000 acres to Roberts Farms Inc. for 415,000,000
- see clipping. on following page. and Page

ARCS Subsidy Payments:

Kern Co. Land 1969 974
Kern Co. Land 1968

1,317,051
,163-

669,741
Kern Co, Land 1967 838,130

E.N. Tenneco 1970

Kern Co. Land 1966 652,057

wmanaitsljaggirectorates

CamerOn Iron Works /no.i Spit.thern Pocifio'Co.; Association of
American Railroads; Bois Upham & Co. Inc.; Baker and Botts
(law }; -First-National Hank of Chicago, and numitroutv Tenneco
Inc. subsidiaries among others.

. I )
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AmPTImin. INC.

1837 South Vermont Avenues Los Angeles, California 90006

Finanqial Profile

Market Values . $35,717,203
Revenues: $263,912,035
Assets; $65,154246
Met Profits:. $ 3,433,676

Chief 1Xecutivels Robert E. Laverty
Total Remunerations $77,281.81
No. of. Shares Owned/Controlled By: 14.9% common s

Physical !rotas

Mo. of 'employecs: 3965
Supermarkets: 73 4,

Liquor-deli stores 5

Current property assets:
Jersey Maid Milk Products (26.83% owner)
112,000 shares in Blue Chip Stamps valued on March 28, 1971

at 415,600000.
Real properties being held for sale with an estimated market

. value of $31500000*
Smart and Final. Iris Co. Wholesale GrocerAk
Bi-Rite
Smart. and Final Iris Co.

and 10.48% Preferred

77
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TIME MIRROR COMPANY

Ttaes Mirror Square, Los Angeles, California 90053

PrOfile

Market Value:
(345)Revenues:

Assets:
Net Profit: (282)

li83,628,090
1,845,000

02,1810000.
10,147,000

Chief Executive: Franklin D;b1turphy
Total Remuneration: $150,240
lb. of Shares Owned /Controlled By: 1500

PhisiOA1 Prorile

NO: of Imployses: 14,384

Time* Mirror subsidiaries.- see following page

Company also owns significant amounts of stock in the,Tejon Ranch

InIewatlnrAins Pirectoratet

Bankamerica.Corp.t Bank of America N.T. & S.A. (2); Dillingham
Corp.; Bank of California, N.A.; Unionamsrioa Corp. (3);
Western Air Linea; Pacific Lighting Corp.; Security Pacific
National Bank; Santa Fe Industries; Republic National. Bank
of Dallas; American Airline; North American Rockwell Corp.;
Chandis Securities Cc..; Pan Amerioant Gibson, Dunn A Grutcher;
Signal Companies; Northrup Corp; Wells Fargo Cool TRW. Inc.;
Hallmark Cards Inc:; Ford Motor Co.; Samuel H. Kress Foundation,
among others.

bR



NEWS94PER PUBUSHING

LOS ANGELES TIMES TM Los Amp* Tunes
N Me ostion's laved standard. sized maim-
pakten nesnesaper with more than ors. million
daily cIrcutalion. has bmn rimion's
WON In advertisMg volume Inc H eonsticu.
live yaws and has published over 100 million
linos of advanisirg kw No past Na K hoe alio
lad W. notion maws and Maxis la lbe

'pest 17 years.

NEWSDAY Newsday Is Me notiOnS begat
suburban newspaper, with a daily circuisbon
in amass of 435.000 A NiaNid with
magazinblup lormoL It is published every
slimmer:a sacepI Sunday and clink*.
primarily in Name" and Sultolk counties.
Lang Island. Nom York

THE DALLAS TIMES HERALD. The Danis
Times Herald, published evenings and
Sunday, has a circulation of 111,000 MOM
daily and 215E00 comes Sunday The paper
minks waren smog the nation's owing
newspapers in mfmrtiling

COST DAILY PILOT. The Orange
Daly Pilot sines seven Marton

communities along gm coast of Southom
California's Orange County The workday
isliamoon paper's circuialion la mom shin
40)200 coPtsts

BOOK PUBLISHING

HARRY N ABRAMS, INC. la Ma fortmog
publishers of an books. MAK end original
graphic. in Me United QOM. with doses in
New Yolk, The Nenwilands. and Tokyo.

MATTHEW BENDER II COMPANY. INC.
pudithos haw books inierprethre legal
irealiset. and loon books on spacializsd
awe of law for attorneys and accountants.'
The line has °Mont in New York, Albany,
1Wshington, DC. and San Francisco,

FULLER I DEEP, MAIIKETNG GlIOUP. INC.
klontOomeA Alabama, is a drecl mail lum
NM publisints books lot homemakers and
home relevance
THE C V MOSBY COMPANY. SI- Louis,

Widles releience and text books and
ats in the fields ol medicine. dentistry,

nursing and the biological sMeAces

INEW AMERICAN LIBRARY. INC. New York.
m ono el the largest publishes s of paptiback
books in Ns *old, IcattIng Signal, Manioc.

I Signal ClassiCs and Memo Idles.

I NEW ENGLO I I dittATIY. LTD. London,
publichca papoback boas and drat Italica

I hocks and rnia9acinca Ihmuutiout do world

1111 ti011111W1 'AIM COMPANY. localml fn
. fliairrniii, lows -alai. "slava in (Mill,

80-133 0 - 1.2 - pt.SA
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doWliarkier ~kap d religious and
o ducagenal books

THE WORLD PUOUSHING COMPANY. milk
silicas in New York and Cleveland, its IM
Wiwi Impost puling* of Bibles and NO
sound largest publisher of dictionaries,
YEAR BOOK MEDICAL PUbLISHERS. INC,
014c100, as loading publishor st Year
*colts In Me fields el makeo and dantlsky
coritalreng an annual mime or Intornsilonol
Mimeos

PORES' PRODUCTS

PUOUSIIEISS PAPER COMPANY has plants
it Oregon City and Newberg. Onsgon,MW
produce more tan 40 wadi. of piper
garimarily newsming, and unbimmtmd sulpha*
pulp ger us* In paper production and lot
mad* sal) Lumber milts illillantook and
Malaita, Oregon. menulacturs kilndried lit
ad horoNck dloopOslon lufritot In Portland
lot Dwyer division produCeri lumbar. phnvood,
prolebricaNd homeaullding components
and mulch Inc landscape and pardon OS
The convoy ales ooria now acres of
lirrasolands.
PUOLISHERS FOREST PRODUCTS COMPANY
OF WASHNGTON,Anectsrles,Washington,
preduteri piwoosd in sr vaiNty of sins and a
dhorsilled line of panel products and hard.
board, A awry acqui red lumber non al

Washinglon. mem/Novas a WI*
of tool and floor decking lot rosidenbal and
COMITIVC111 nitucluni. Th. company tram
15000 sum of timbilWands

PUBLISHERS PONES1 PROOUCTS, Burney,
Cslitonia. opera*. a lumber mill and onos
opProximskify 33000 acres of timberlands
in Noreen) California

OTHER °ORATONS

1110.1DG4STIG & C.AIILEW
Television 11401041KDEVAIV, M. COS
Television Network af1,11111* 01 11* bin*
Herald Potaino Company, is Ito leading
television Mahon In total audience for Ms
Dallas- Ton Wofth area

CAEN S TELEVISION Tim Topes Minor
Company has Oyes cubed Icanimicin
sulnadiancs ATM CommultiC31. o Company
Coda facts. California, I nunicalions
Company of flaildia: to .. FICAdl, and
Sono Paand CatiMitiori, flivolniadi time
Yolk wali 10 cis:siatirni cyr.trtn catvato
Conaltanairm ..:notlxim California aciafai
Flunda uikl c.rion I OW) 1..1.111 IcIpw
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WroRiE PUILI3114
POPULAR SCIENCE PUBLISHING COMPANY.
'Om wk. publishes Ora 'Ho ION mnalims.
hooky Stroke Monthly and Outdone Lilt
and °dermas two Waled book Clubs Outdoor
UN book Club and POW& SOAK* look
Club Populim WOK. Mortally, a long

InglaIiro ler debycsarsed
enlarges% C000100118 canted product
divslopmenl, evaluMien and usage. and
mcmational and heumhaN needs. Ouidoor
Lk.** warMs Issding Magazin. lot °indoor
spensrnen. is devoted to finning, he and
NNW widow actteibm.

CCIMERCIIL l'ANTTIO
DAES MIRROR PRESS. %mit Mirror's
cerrentoctat printing diviiion, products
Nlaphon dietician's Ill communities in
Wham California. Plummet. Comic
Lit Vegan and Hawaii. IMP also mina salis
promolion catalogs. dapartment 510111msiktm.
amend moons eNction ballots. trawl maps
and law books.

CI5fi(i$.M4IS & IISMUMENIS
THE DENOYEISSEPPERT COMPAiN. Chicago

leading Producer oF snips charts, glob's
and other odueational products. Is bast Known
MI IN Saida of geography and Malay, and 3
also Imps producer of swum* lardy aide
The company-. audioveltual divisicryDenoyer.
GoOPIld AodioVisoolt. produces aducatiorial
slide systems Inc classroom and other use

THE It M. GOUSHA COMPANY, San Jost
California. twilit.' in publication of mapt
charts guides, diriclorms. and over Pavel.
ahead publication.. Through Its CINIO,COlul

Gousha also prow& lubrication
mild** charts and variety of other
Information So aulomobilt Service Claws
ffl Ow U.S. Canada and Australia
JEPPF_SEN 7, COMPANY of Denver is did
world's leading privale publisher of aero-
nautical Informalion for coMmercisi alpine%
and !Invite and &fumes pitols Its moo-
nautical chains and diagrams sit u:ed
mos* oaf d airlinis and ahem pdae
SANDERZN FILMS, INC. Denver, produces
audiovisual aviation wound school Pamir)
systems,
PICKETT INDUSTRIES. nub headquarlms Ir
Santa Barbara. Caldorma, damns, mare
factures. and distributes mud and plastic
slide rules. lemplaiss. scales and related
fferna 10r tcientsitt crOncers. technicians,
and cludents.
PLAN I TOLD COMPORATION, Torrance.
California, is Ma *nada loading omMilarlilicf

v1ntt, at fall and !alma plan lamp equip
mind 10411 1.ry 11k, tvrlint ofapluc 0.10
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ZRANSAMERICA CORPORATION

701 Montgemerylitreet, an Francisco, California 94111.

7in,ncta1 Profile

Market Valuer (105) 1
Revenues: (96

(50
1:004,110,000483,916,000

Assets; 3,723,3,7,000

Chief gtecutive:

(195)

J.R. Beckett 421D*31000tNet Profitt.

Total Remuneration: *165,000
Value of Shares Owned/Controlled Bys $676000

Revenue Sources - see following page.

11131110e. Profile

No. of employees; 24,000

Major Transamerica subsidiaries" and services -.see following Peg*

Acquired Lyon Van end Storage Company On June 18, 1971.

Operation trate!!

Occidental Life InsuranOt (a subsidiary) owns stook in the following
corporations:. .

.Carnation 16,365 Norton Simon 39,170 Bankamerica 25,000Dow Chemical -3000 Segrs Roebuck 28,000 Security -Pan 40,000General roods 16,000. Standard Oil 30,000 Wells ?Argo 10,000Lucky Stores 30,900 Times Mirror 30,000 S.C. /Alison 55,000American Telephone and Telegraph 20,000. .
%

Interconnecting DiVectoretes

Bank of America N.fi. & S.A., New York; Coleiry,Devis,Bennett, Leonard
and McClure (law); Del Monte Corp.; States Steamship Co.; Knob
Mill Mines Co.; Mcgioking.& Co.; Wells Fargo Co.; University of thePacific, among othern.

r" 80



3129

Major Transaierica Subnidinrien end Servieer.

INSURANCE SERVICES
PIANC/AL SERVICES

Transamerica Financial Corn.
Transamerica Financial Corp. of
Pacific Finance Loans
Transamerica Commercial Corn.
Trensameada Credit Corp.
Transamerica Car teasing
Transamerica Fund Management Co
Transamerica Fund Salon .

LEISURE TIME,SERVICBS
EDUCATIONAL SERVICES
MANUFACTURING

REVENUE MACES 910

REAL ESTATE SERVICES
Transamerica Title Insurance Co.
Transamerica Real Estate Tax

Canada Service
Transamerica Relocation Service
Bankers Norteage Co. of Calif.
Transamerica Mortgage Advisory
Transamerica Development Co.

.
Tranialuirica Romeo Co.
Mobile Housing Environments
Trans-Land Co.

BUSINESS SERVICES
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unommack

aox3100 Termixel4nnlx, Loa Angeles, California

ilnancial Profile

Market Value: , $210,187,000
Revenues: ' . $185,915,000
Assets:

, (81) *21677,618,000
Net Profit: ' (VW 4 17,137400

Chief Executive: R.J. Volk
Total Remuneration:. $147,000
Value of Shares Owned /Controlled By:

PhiakOal Profit

No. of employees:
. Offices:

4000
28

cor.o.ataAc SARONG
U109011.09
Mokoketatly. lieerkseariew;
sulkMiFlowr */ %wee, LH ANA., cillhollA
N.rryl.V tholornot

4,111okker, troikas.

$.1.4111707.04.00.1.11:
t00911970001010.11.1.0.1911 A101911,C0111999
Llencoroweatco Como. C0900110, low Melee, Collfontla

MORTGAGE SARONG
Meow Meow.. CeSPORAT199
Hood OIReet

Wtlekies Seedevowl. G1 Ar.991, Calitsmk 90011
OM Tkorrtfooto IL Proillog

lelmatety Coesepaudeo:
Uterettomeixo, Awmarimi,litc.,411 A109111, Coldorola
MAC Devtuotohere C091.0, L.. ANeeks, Coldrorola-

INIKIIIANCE

flern OACoomPoopHorn9 g10E
430 WNW. 119919001, L.r Anvies, Calerala
Mo C. *mot, Profit.*
59100i1my Compookto:
Hossort leerwoott COM190t, L.. A9009, C01(0914
*MOM 10910101 COI0Milf, New York, New York
Lowe IL C0016 10., 00199, 111000

katpt:T ti ten

$1,530,000

90054

I.

Loan Portfolio compensation:
Commercial 74.2%
Real Estate 15.9%
ConsuMor 9.9%

Other real estate owned - $5,529,000

AMMAHALANDVAIMATIONUJNI4IS
M000rrott OM *11100 1.4000900
CeeporrAt IN:
NUS Rowdy

OR
Keltvotal. LowMOW, C.11Awstts 000

E. P. Mow/WE 0999199
. A, Shkeh, ?mak*

Selookkory Cowpony:
C0190 ArT110609 U01010 "0000 °MA&

COMPUTER AND INFORMATION SCIENCES
U9111001001k C01010119 Cieetoloorrow
sage Smirk Fleee Street G. Meelet, CAkf.M11 $015
NeiILreo
Ilelwklaty Company:
C0191110, It091Comortoevow, Low Almelo", Coliforok.

UAL ESTATE
U194 lt01(901
NO South fiewisoo SI(011. ItAork11, C0140.10,
1. Muni G1011411, PIO fi 41.1i 71... .

'

Union Oil Compeny of California; Di Giorgio Corp.; Union Oil of
-Canada, Ltd.; Pacific Lighting.Corp.; Timen Mirror:CorP. ."3,;
Western Air Linen (2); Pncific Mutual Life Insurance Co.; South-
ern California Edison Co.; Pen American; TRW Corp.;,Motion
Pioturen international Inc.; A.J. Beyer; Mey Department Storen
Co.; Milliken, Kohlmeier, Clerk, O'Hara (law); Metropolitan
Theaters Corp.; American Cement Corp.; Hoot international inc.;
Xoung'n Market Co.; Amfac, Inc., among others.

73
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UNITED BRANDS COMPANY

243 PiEr3r Al.*Orit;te, New Yoric, N.7 X.

Financial Profile

-Market
Revenues:
Assets:
Nh Profit:

-$1770.784000
11,395,704000
1090,017,000-

-2091,opp

Chief Executive: .E.1M Black
Total Remuneration: 4173,000
Valueof Ohares.OWnod/Controlled

,Physical Profile

No. of Employees: 73,090

United. Brands Co. (United Pruif-doi and John Morrell :A Co.)
subsidiaries see following page.

UnitedBrande:stared interBdridat byl!ouying the DembO Earns and'
Earl Myers Co, in October,-1968.. A month later it bought up

; oNuftes Bros. of California, Inc, and Toro Farms. 14,1969 Inter*
est acquired; the certain assets of PetatA4-St011ob CO., Idp.

Jer e 'Centro Enterprise; Salinas Valley4Vegetable Exchange;
COnsO Mated Growerd Inc., andthe stock of the Monterey.CountY

Development Co. !

.

.

OperationNotes
.

/n 1970 Interhar7est received a $23,311 ASCS subsidy

nteroOnneoting-Direttor4tea..

Missouri.. Pa4fio'.RailrOad Co.; .American Dual Vest Fund Inc.;.
Sherwobd Corp.; American Research,and:DetelopMent Corp:;

leGeorge D. Ruper Corp.; Weigh Grape Juieel General Corp. of
Ohio; Paine4tWebber, Jackten Curtie.(AnVestmentbankeM;
Johr& Hancock Mutual Life; Firat Nation s& Boston Corp' S.D.
Lunt de :Co.-JinVestMent,-h6king1;-John-banking) JonesCo.1
Robert Johnston. Corp.;' Goodwin ProotovrMSBoat (law), Condec
Corp.; Banger Punta Corp.; Lone Star Industries; Wells
Television aMonglothera,
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WELLS1FARGOANDCOMPANY441

B0:35, San Fraridaco, California 94120

Financial Profile

Market Value: ,(342) 388,056'000
Revenues: (392) 411,651,000
Assets: (30) 6,225,566,000
Net Profit: (257) 32,731,000

Chief.Executive: Richard P. CoOley
Total Remuneration: $177,000.
Value of Shares Owned/Coutrolled By: $86,000

Physioal Profile

No of Employees: 11,000

Subsidiaries:
lfells Fargo In stihnt Fund (45% owner)

itwestment in 19 counties totaling nearly $6:5 million
' capital base - $7.2 million ca.

-,,-#verage investment.- $345,000
ellg6a Data Corp. (wholly-owned)

.tiovides systems, programming and compUter service
Wells Fargo Securities Cleargnoe Corp.

New York-based it handles stook and bond, clearing
l!.,transaetions for bank and a limitea. number Of out-

. '1.0side customers.
..WellsderReal Estate Management Corp.

advisor to a real estate investment trust organized
by Wells Fargo.
,

Intarconnecting Directorate's

Cistle & Cooke Ir4.131; Hewlett Paokard Co. (2); Del mori8e:corp. (2);
SafeWay Stores Inc. (2 ; Utah Construction and Mining Co. (3); Owens-

Illinois Inc.; Stdnford Research Institute; Consolidated Foods; Heller,

Ehrman, White and McAuliffe FMC Corp.; Pacific: Gas'ei Electric
Co.(2); Georgia Pacifie, Corp.; Litton Industries Inc.; Mutual of
New York; Pgoifio Lighting Corp,,; PPG Industries; pacific Mutual Life.
Insurance Co. (2); Mailliara & SChmiedell; Northrup Corp.; Times
Mirror Corp.; Industrial Indeinity Co.; John Breuner Co.; Thelen,.

4

Marvin, Johnson & Bridges (law); Tiansamerioa Corp.; Firestone Tire
and Rubber Corp.; PloOd.Estate; .Caterpillar Tractor Co.; Bath Industries;

Frank B. Hall A Co.:. Stanford University (.business administration and
trustee)(2);*Levi'Strauss & Co.; Ford Motor Co.; Cabot Corp.; Rice

4
Growers AssoCiation of California; Ampex Corp.; Brobeck. Phleger and
HarriSonttlaw); Hawaiian Airlines; Hawaiian Trust Co., Ltd.;3acific
Lumber Co.; Pope "& Talbot Inc.; Watkin,S4 Johnsoh Co.; General

° Electric (2); University of.the.Pacifid; University of San Francisco;,
Pima Mining Co.; First Security Corp.; Chyraler Corp.; Western
Pacific `Railroad Co.; Yosgoite Park & Curry Co., among others.



WESTERN BANCORPORATION
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. _
P.O. Box 54068, Los Angelesi California

(I/ Financial Profile

I Market Valuer
's:

(127)
$

860,776,000
Revenue (227) 760,987,000
Aesets: (10) $:11,4090817,000
Net Profit: (149) $ 54,222,000

Chief Executive: King:
Total RemunersiKon: $120,000
Value of Shares Owned/Controlled By:

. Physical Profile

NO. of employees: 23,000
Banking-offices: 654

90054

ilkorrA
Phu National bank Of Arizona
Southern Arizona Bank and Trust Company
CALIFORNIA
United California bank
COU3RADO
The American National Rank of Denver
Continental National lank
The That National Bank In Fort Collins
IDAHO
lank of MAO

'MONTANA
bank of Clatter County
The Conrad National Bank of balispell
Montana Bank

$575,000

WestM4.Tancorporation ffiliated Tanks

Mess
ATiwa

sui
pope

$1;10$09 03S
.10,20916

5r301.5461$3

I40,914,03 -'
4rASP,003
49,871631

175,768,225

11,7P4,4S3
37,20,39
4461,20

NIVADA
lank of Nevada ,
That National Bank of Nevada
New ammo
lank of New Mexico
Pint State lank at Gallup
New Mexico Bank and Trust Comparfy
Roswell State lank
Santa Ft National Bank
oatc.oN
Tint National flank of Oregon
UTAH
Walker lank &Trust Company
WASHINGTON
Pacific National lank of Washington
WYOMINC
That National Bank of Carper
The Pint National Bank of Laramie
The First National lank of Riverton

164.137,1176
07,31,411

isona,477
24,430694
44,763,615
sr, 03,741
37,3110321

1,9344011,971

330,471,4S

778,214,740

cbssrals
37,3311,315
a 2,os3,ror

Interconnecting Directorates

Del Monte Corp.; Broadway. Bale Stores Inc. (3)1 American Telephone
and Telegraph Co.; Pacific Mutual Life Insurance Co! (6); Litton
1ndustriea, Inc.; Joshua Bendy International Corn. (atonmehip
operatorO) ;'International Telephone & Telegraph Co.; Standard Oil
of California (2); Southern Pacific'Oo. (2); Cyprus Mines Corp.;
Southern California Edison Co. (3); Boeing Airplane Co.; Berger,
Briggs & Co.; Mutual or Hew York; Newmont Mining Corp.; Pacific
Gas & .EleCtrio Co.; Pacific Telephone & Telegraph Co.; Skocgs
Drug Centers; Willamette Industries; Foromost-Molcesson Inc.;
Newhall Land and-Farming Co., among others.

77
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WESTGATE - CALIFORNIA CORPORATION

Suite 900, United States National Bank Building, 1010 Second AvenUa,

Sam Diego, California 92101

Financial Profile

Assets:
Net Profit:

Ita42,00rRevenues: l
214,776,000

Market Value:

2,841,000

Chief Executives C. Arnholt Smith
Total Remuneration: Not Available
No-. of Shares Owned/Controlled By: 2932 Class A Common Stock and

1,600,000-Claes E Common Stock

'Physical Profile

No. of employees: $000
Subsidiaries: 42

California (81% owned)
- intra-state carrier

Golconda Corp. (20% costing $7.8 million)
- stainless steel food service equipment and liquefied gas regulation
- owns 2$00 acres Of Undeveloped mineral properties in Idaho
- owns 700,000 shared of Neel& Mihing Co. - largest U.S. producer of

silver
:Yellow Cab Co.

-- L.A., s.r., Oakland, Berkeley,-Alameda, San ;bee, Daly City,
Beverly Hills, Burbank, El SegUndo and Palm Springs.

AirporTransit
- airport bus service.in L.A., Oakland, San Jose.

Westgate Caribe, Inc.
- $9,000,000 tuna cannery at Ponce, Puerto Rico
- other canneries at San Diego and,Terminal:Island, L.A. and a

new one under construction in Benhond, Oregon.
Pet Food, (Mini-Bits) .

- ocean fish, salmon f;avorand seafood dinner
Southland Produce Co.

- grows, processes and Istributes food and produce
Westgate California Insuran eCo.
Weetgate Plaza Hotel in 8anDdego
Westgate- Californid Realty Co.

- in sAbint venture are building a $50 million, 78 acre shopping
center

Sold a large cattle ranch to Roberts Farms Inc. - for dethils see
following page.

72
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NOTE 4Sale of cattle ranch:

Just prior to December 31, 1969 a Westgate subsl-
'diary owned a cants ranch of approximately 12,000
acres in Kern, Kings. and Tulare Counties in Califor-
nia which it had acquired over more than an sight
year period. As of December 31, 1969,, such subsidi-
ary sold1,040 acres, of the ranch for $1,560,000 to a
..orporation controlled by Mr, M. J. Coen (see Note

Mir2), resulting In a gain of $1,039,000. During 1970 such
Westgate subsidiary sold 2,140 acres of the ranch to
Kernville Brokerage Co a newly created corporation
controlled by Mr. M. J. Coen. The sales price was
93,210,000 (received in full at the time of sale) on
which. the Westgalesubeldiary recorded a gain of
$2,079,000.

In December 1970, such Westgate subsidiary
transferred for a purchase price of $12,642,000 the
remainder of the ranch, the Improvements ,thereon,.
and the related cattle, machinery and equipment to
three newly organized Westgate subsidiaries, Kings-
burg Oil Co., Strathmore Cattle .Co and Woodlaks
Farms. To finance such purchase, the three newly
organized subsidiaries borrowed from the United
States National Bank an aggregate of sa,125,000
and received Capital contributions from Westgate.
As of December 31, 1970, Westgate sold all the
capital stock of the three newly-organized subs!-

*lades for $3,195,000 to a corporation (owned by
an Independent real estate sales agent, who is also
sales agent for Weetgate's San Luis Rey properties,
and his wife) which mad* the acquisition for the
purpose of syndicating the properties through a
public sale of limited partnership intermits: The pur-
chaser borrowed the $3;196,000 from the United
States National Bank, As a result of these sale trans-
actions, Westgate recorded a gain of $5,405,000.

wor
In October 1970 an appraisal of the entire ranch

(12,000 acres), obtained by the purchaser from a
qualified independent appraiser in contemplation of
the transaction consummated as of December 31,
1970 as set forth above, valued the ranch (including
related' cattle valued at $1,700,000 and machinery
and equipment) it 314,500,000. In April 1971 an
appraisal, obtained by Westgate's independent public
accountants from a qualified independent appraiser,
The American Appraisal Company, Inc., of such'

nch, cattle and machinery and equipment, Inch.'
Waled a value on a cash sale of $8,000,000, which

amount was less than the amounts at which these
assets had been carried hint° consolidated accounts
of 'Westgate and its subsidiaries. Because of this
appraisal and the participation in the transaction of
United States National Bank, the Independent public
accountants were of the-opinion that gain could not
then be properly recorded on thp above mentioned

8

J

setoff. In MO 1971 another. appraisal obtained by .1`
the purchaser from a qualified Independent appraiser
valued the ranch. (including . related cattle and
inichinew and equipment) In excess of $19,500,000.
Thereupon, Roberto Farms, Inc., owned by Mr. Hollis
Et-.Roberts and family, purchased for cash without
recourse at their outstanding principal amount plus
accrued Interest the above obligations of $9,125,000
and $3,195,000 to United States National Bank; as
a sonsequince, any possible contingent liability of
Westgate if the borrowings from the Bank had ex-
ceeded the fair market yaltie of the collateral was
eliminated thereby permitting recognition of the gain
-on the above-mentioned sales. Mr. Roberts, who
through Roberts Farms, Inc. or other companies,
owns or operates over 60,000 agricultural acres com-
prised of a variety of farm products Including citrus
orchards,, nut .grovois, -colter' and grain and also
serves as contract manager for other owners of such
orchards Lid groves in Kern, Kings, Tulare and
certain other counties in California, Is and was dur-
ing 1970 the contract manager of the above-
mentioned cattle ranch and Is tit: proposed general
partner of a !linked partnershlp being, formed by
the purchaier whiCh plans public syndication of the
ranch in 19,71.

The above-mentioned sales of ranch properties
or corporations owning ranch properties were made
at prices fitted as the result of armslength negotia-
tions between the buyers and sellers, and such
purchasers and their affiliates and Mr. Roberts are
independent third parties and not affiliated, with
Westgate or any of its subsidiaries or affiliates. There
are no arrangements or. understandings whatever
between Westgate or any of its subsidiaries or
affiliates and such purchasers or their affiliates or
Mr. Roberts with respect to, and neither. Westgate
nor any of Its suheldiaries or affiliates has any,
interest or obligation, contingent or other, in or with
respect to, the ownership, operation, development
or disposition of alt or any part of the.ranch property
or any expense, loss or profit relative thereto.
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PIZPACE

In November 1967, the Secretary of-Agriculture directed the Economic
Research Service.to conduct a survey to determine the number,. kinds, and
general characteristics.of corporations .that were directly involved in the
production of farm prodects. ,Concern had been expressed over the apparent
increase in the number of nonfarm corporation. reported to be buying land
and initiating new farming enterprises. Few data were available by which
to judge the importance of'this trend or-to evaluate the possible impact
on market prices of farm products snd'on local business communities..

The first preliminary report, summarizing the results of this inventory.
type survey for 22 States was published in August. 1968 (Agr. Icon. Ipt.- 142).
This report contains similar data for 25 additional States, (Northeast, Appa-
lachian, Southeast, Delta States, and Southern,Plains regions) together with
the introduction and methodology sections that appeared in the first /prelim-
inary repoit.. The intveddction mod methodology and certain other explanatory
portions have been ineiuded in this report to avoid the necessity of inter..
astedreaderp having access to the.first preliminary report. A final report--
summarizing the results for alt 50 States will tie issued later. A special
mail survey, which is expected to provide more complete coverage than was
obtained from the survey_ techniques used for the,other States, is in prog-
ress in California. Survey results have been obtained for Araske.and,Hawaii
but are not included in this report.

The survey sought to identify every"incorporated business that was
directly engaged in the production of famproducts and to obtain 4 few ,
descriptive facts about each. .Questionnaires wen' completed by the managers
-of county offices of the Agricultural Stabilization maC;ConservatiOn Service.
.In addition to using records maintained in each ASCS office, the managers
also received *existence from county officials and from local representatiVes
of other State. and Federal agencies:' Without

suchAgligisteactCs,sUrvey ofthis :scope could not have Veen -ComOZEad as-quickITIOrit
tido and assistance.ok these many indiVidnals is gratefully acknowledged.
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SUMMARY

A total of 4850 Corporate county Units operating about 13 million acres
of land were found in the 25 States-included in this report. Such units rep -
.resented loss than 1 percent of all commercial farms and 5 percent of the
land in forms in these States. -About one-third of the total number and two-,
third. of the total acreage in corporate county units was in 2 States»
Florida and Texas.,, In Florida, 9 percent'Of the total number of .cosmerCial
foram and 31 percent of the land,in farms were corporate. Several States in
the Northeapt alab hiuka raativaly high proportion of their commercial foram
operated by corporations. .

A "corporate county unit" includes all the agricultural oporations of an
incorporated business within a county. Theo. may involve only one farm or
several. Those corporations that had operations in more than one county or
State were Comited in each county., Nance, tho'nueber'of corporate firms is
somewhat 1O.s than the number of county units but the number of farms is lar-
ger. Iacono. differences between the numbers of county units and corporate
fires are slight, the two terms are used` interchangeably in this report.

More Plan three - fourths, of the corporations in the 25 States owned all
the land they operated. Only 6 percent rented all the land and 16 percent
owned part and rented'part. The proportion of corporations that own all or
part of the land they operate is substantially higher than for all commercial
farms. The propOrtion of full ownership was highest (84 percent) foindivid-
ually owned-and-controlled corporation... Along the regiOns covered by this
report,,. rental of land by corporations was Cost common in the Soutfieast
(Ismcluding.Ploride).: the Delta.States, and the Southern Plains State*.

Nearly two-third. the corporations in the 25 States were family
corpdrations, 15 percent were individually owned or controlled, and 21 per=
cent warm Other types of corporations,. Forty-four percent hid one or more
business activities in addition to their- agricultural operations. Typically,
thole activities involved the manufacture ot sole of feed or fertilizer and
processing or matketing of agricultural products. The coibinition of farm-
ing with local, nonfarm-related business interests was common especially in
the Appalachian region, Pennsylvania, end Alabama. The farming operations of
the.e corporations were usually saaller than the average for all corpora-
tions.

Agricultural production was the most important business activity, in
terms of gross sales, for 69 percent of the corporations in the 2,4 States'
In the Delta State., this percentage was 77 percent, and in Florida, farming
was the first ranked business activity for 80 percent of the corporations.

Total gross gales of farm products from all core rations in the 25
States were estimated at $930 million in 1967-al'-6 percent of total.fare cash
receipts for these States. About'one-third of the corporations had.estimated
gross salts of less than $40,000 and one-tenth had gross sales of $500,000 or
more. Slightly over half of the corporations in the $500,000 or more cate-
gory yare classified as family corporations.
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The major crops pr uced by corporations in the 25 States were soybeans,

cotton, sugarcane, corn, ay, citrus, and "other fruits." The importance of

these crops varied by regi ns. Sugarcane acreages were especially large in

Florida and Louisiana. .

There were sore beef cattle reported= corporate farms than any other
type of livestock in ill region' except the Northeast, where milk cove were

predominate. Large-scale, poultry operations were found in mast States, but

-mere moft frequent in the Appalachian and Southeast regionsa Although cattle

feeding operations were common, :they were of relatively small. size, except in

Texas.
, .

Nearly one-half of all corporatiOns were reported to haVe started farm-

ing as a corporation prior to 1960 and 42 parcant during 1960=66. Nine per-

cent of all corporations first began farming as a corporation in 1967 or the

first half of 1968.

a

vi

93.

1



3142

COEFOIATIONS HAVING AGRICULTURAL OPERATIONS:
PRELIMINARY REPORT II

By

George W. Coffaan and William H. Scofield Ar
Agricultural Economists 4

Farm Production Iconowtas Division

INTRODUCTION

The use of the corporate form of buotmea organization by fires engaged
in the production of agricultural products is not a new phenomenon, but,it
is an alternative form that is currently receiving attention.1/ Historically,
farms and ranches have been one of the few types of businesses that have
continuted to be organized and operated mainly as sole proprietorships or
partnerships. More than 90 percent of all farm businesses are of this type
even now. In the past, capital requirements for entry were typically lower
than for many other types of businesses, and the transfer of ownership from
one generation to the next did not pose serious problems. The meets accu-
mulated during the lifetime of each owner could be passed by inheritance and
gift without serious depletion from State and Federal taxes.

The mounting stream of new production technology, together with highly
organized and increasingly complex farm supply and marketing systems, has in
same cases created pressures for modifying the organizational fora of the
fare business.. Capital requirements for entry into the production of some
types of crops and livestock. on a scale suffiCiently large to utilize avail-
able production technology and to gain access to markets often exceed the
emobnt one person can supply. Inheritance and, gift taxes often claim a sig-
nificant percentage of the total assets of the larger farm businesses, some

which have been built up over several generations. Incorporation of such
farms offers more flexibility in planning for continuity of the business be-
tween generations and for softening the impadt of such tames.

The term "corporation farming" heeds to be examined and understood sore
clearly. It can mean any'business that has been incorporated under the laws
of a particular State and produces one or more agricultural products. Incor-
poration creates a legal entity that is subject to a different sat of rules

1/ A efiecial study of large-Icalofares in 1930 showed that more than two-
fiabo of the large-scale truck and fruit farms and a fourth of the cash -
grain fafmr were incorporated at that time. The Study also found that incor-
porated farm businesseiwora more prevalent-in the western third of the
country than elsewhere, a situation that is still true. See Mulford, D.
Curtis, Large-Scale Farming in the United States, Bur. Agr. Econ., U.S. Dept.
Agr., 1939.
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for ciducting the business from those that apply to solo proprietor or a
partnership. The ownership of the assets of the business can be separated
from smnagement, the firm can obtainioutside equity capital, a different set
of tax lbws apply, and provisions can be made for contpuity of the business
upon the death-of the founder.

Although all incorporated businesses have certain common legal charac-
teristics, they differ significantly in the ways they came into being and
hoe'they arstperated. In many. States, only one person is needed to incor-

.

porate a business, and hecanoperatt it in such the same way. as before in- .

corporation. Other States require a minimum of three persons, a requirement
that can be met by designating members of the ease family as Le incorpora-
tors. There may be only one major sfiareholder who continues to exercise
dominant control and ownership. Management may be shared by several others
who say or may not have significant investments.

. The incorporated family farm business was the most con type of cor-
poration found in the survey. Typically, such businesses are larger -than -
average farms and ranches that have adopted the corporate for- of business
organization. The incorporation of family farm bueinesses hai been facili
tated by research and educational efforts of most State colleges 111d the U.S.
Department of Agriculture.2/ An additional incentive was provided by spec
cial federal tax legislation passed in 1951 - -Subchapter S - -to extend most oE
the advantages of the general corporation to small businessest According to
data compiled by the Internal Revenue Service from.tax returns, the number
of farm tax returns filed under these provisions increased from less than
500 in 1958o about 4,900 in 1965. This number represented more than one-
fourth of all corporations classified as "farms" by the IRS.3/

There are additional family corporations. that have been organized as
general corporations, without the restrictions imposed by Subchapter 8.4/
These may be either strictly family farm iorpiretions, or family corporliions
having nonfarm business interests in addition to farming. Typically, these
are local businesses engaged in the manufacture or sale of farm supplies, or
in the processing or marketing of farm products or other local builds...

. 2/ Articles have been published in law journals which discuss the legal
and tax aspects of incorporation of family farm business. Extension reports
also have bean issued by a number of States. One of. the most recent and
comprehensive publications of this type is The Farm Corporation, North
Central Region Extension Pub. No. 11, Iowa State Univ., Nov. 1967.

3/ IRS data on corpOrato tax returns showed 11,526 farm corporations in
1963' with total assets of $5.7 billion and business receipts of $4.9 bil+
lion. Average business receipts per return were $263,000. Farms were first
separated from the broader industrial classification of "agriculture,
forestry, and fisheries" in 1963. In that year, 16,300 farm corporation:
were reported and in 1964, 17,600. Nearly half of the total increase in all
farm corporations for these 3 years was accounted for by new Subchapter S
corporations.

4/ The principal requirements are that only 1 class of stock may be
issued and there be no more than 10 shareholders.

0,13.3 0 79 pt. DA 7
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This combination of direct production with ons or more "agribusiness" func-
-tions has been called vertical integration or coordinationi A considerable
number of such corporations wets found in the survey.

Mere do not appear to be enyobasic differences between the family farm
corporation and the nonfarm family corporation, loth have a limited number
of shareholders, the stock is closely held, and there is usually nominal
separatiOn of ownership and aanagement. The agricultural operations of the
nonfarm family corporation tend to be smaller in relation to their nonfarm
busInesess,

The third type of corporation, which is currently attracting sore atten-
tion than the two types just described, is the limper, often publicly owned,
corporation. Some of these have been ongaeed in fare production for many*corporation.

Others have more .recently expanded into direct production to couple-
sent their agribusiness interests. Solo of the newest entrants are firms
that often have little or no previous experience in famine or in thelarm
supply or marketing fields but see-business opportunities in producing farm
product.. The management of such fires tends tnrview famine as a vehicle
for applying their business.experience and for realizing an attractive re:, .

turn on equity capital. Also, they often seek to exploit the most idvanced
existing technology and perhaps develop new technology, !frequently, also,
they are seikine cost savings in the purchase of farm supplies, or in pro-
ducing one or more products to meet airiest requirements. Direct production
costs need not be leis than they would have to pay under production contracts
-if a market advantage can be gained with a aua assured supply or a product
of more uniform quality.

Despite the attention that a few such corporations have received as a
result of entering field crop production, the survey indicates that they ars
involved inch more extensively in specialized livestock production. Thus
far production of broilers, eggs, and turkeys had moved clhiest toward be-
ins a manufacturing process. Raw materials can be Assembled at A plant site,
specialized technical knowledge and automation can be applied to the feeding
operations, and output can b. sold through previously arranged mast outlets.

..,-,04cb of the technology needed Eo produce beef and pork under environ-
mentally controlled conditions is already available and has attracted a num-
ber of "outside" corporations which are willing to assure the risks involved. ,

Many of them have not been in business long enough to determine if their-
costs ars in line with expectations or if profits will prove to be coaparable
with those from Nonfarm business opportunities.

Within the 25 -State area covered by this report, the major type of out-
side corporation with substantial crop operations was found in areas having
the potential for land clearing, drainage, and develOpment. Such operations
were found Chiefly in the Atlantic Coastal Plain extending frog North.
Carolina to and including Floride,.and in the Delta, portions of Arkansas,
Mississippi, and Louisiana.

Outside capital has been attracted to these two Areas in recent years
because of the opportunity to acquire Wee contiguous tracts of land to
Which capital and technology could be applied with:theAmpectation that the

3
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deveroped 1..and#611.11 appreciate.. Soybeans has been the chief Crop, partly
because of screage'restrictibris on cotton and other crops and pirtly because
of tbe2favorable, yield and price expectations. ,Double cropping of *soybeans

d wheat has been possible in favorable growing,seasons, yielding, net re-
turn comparable with aubsaantially higher priced corn Beltland. -

°
,

THE USDA SURVEY OF.CORPORAT/ON FARMS

.The basic approach used iM.developing a national inventory of corpora-
tiona having farm or'-ranch Operations was to consultkey persons- in each
county having"knowledgeof lckil conditions) Reporting forms and detailed

1_ instruction! were sent to each ASCS county -office manager. He was Astruc-
4r.ted- to ionsuleshis re.cords' and to cottfir with other persons in the county,

such-es the registrar of deeds,. the extension agent; local representatives
other Federal agencies, and .the ASCS committeemen, in developing a list

of all corporations; ,directly engaged In farm production.- Corporations own-
ing-land'but not operating it directly were spegsifically excluded.

A limited number of basic facts. were obtained for each corporation:
*ten a. corporation had more than one operating unit within a county, al.
Bevan:SW. operations were combined for that firm.: Thus, the survey4provfded

. an inyentory of "county units" of operations, nche% thena count of el epa-
rate farmsor ranches, or of business firms. The actual number. of corporal, .

.tions is somewhat,less than the number of "county units" indicated, but.the
numher, of farms Ys greater.5/

.. ; ,
Reports were ,rewited for 4,850 corporate county units in the 25

States.6/ AbOtrt adMourth of these (1,215).were in 1?laida.7/ Texas
randed second In tairrnumber (455) , followed by Arkansas (301) ma:MI.1;61am.
iippi .(294)-.8/ Although in mszst States only I or 2, percent of. all commercial.
farms mare .corporations, the proportion was 9 percent in Florida and 3 or 4
percent in several States in the Northeast. For the -2p States, the propor-
tionmas about .1 petCent. (table .

. - Total land operated by the reported corpotations.amounted to about 13
' million acres... - However, Florida accounted for nearly 30 percent of this

total,- and Tekas. for another 34 percent. Corporations accounted for 31 Per-
, cent,of the tOitalbland in farms and ranches .in Flotrida: fn Oklahoma, where

State laws place rastricSoris on corporations owning land in rural areas,
the proportiqn was only '044 percent.

., .

%.

5/ Because only minor differences are involved, the term "corporatioqs"
is used interchangeably with "corporate county limits" in this report.

6/ An' additional. eight grazing associations and 83 farms and ranches
operated by institutions also were reported but have been erluded from the
summary. ..

7/ Results for Florida are shown separately becausr,of its dominance in
the 4!State region? ' .

8/ IRS data on tax returns of corporations classified as "agriculture,
for-itry'and fisheries" indicate that probably less than half; of all farm
corpci 4t:ions in Texas Were obtained in the .Purvey. This underenumeration
is believed to be greater for ranches than for field crop **orations.

'97



The classifidation of corporations as-to type showed. that,64 percent
were familymorporatione and 21 percent were "other:' Or nonfamiiy, corpOra-
tions 4table 2),.'The remaining V.:percent were classified as "indivjdual"
orporations, indicating that ownership and control rested chiefly in one
person. Many Stites permit this type of onezMan corporation, but it yas not
possible in the survey to distinguish clearly between such corporations and
those having several .silent" or-inamtive'shareholdera who mayyave been mem-
bers of the owner's, family.

the veriatione among States in, the,proportions of these, three type. of
cOrporations were lot great. The higheet proportions of "other" corporation.
were reported in Kentucky, South.CArolina, and,Pennaylvania and.the lowest in
Maine, New Hampahire,:and'Rhode Island.

In terms of land operated by corporatiOns bothetg corporations account-
ed for 2P percent of the total adiTemiftbdiamily corporations for 63 percent
(table 3). In several, States; notably South Caplina, North Carolina, and

reMassachudeftg, the Average-acage operated by. "other" corporations mei'
appreciably larger than for family corporations (table 4), In the 25 States
at awhole, thh average acihage-per gorporate county Osit was nearly 7 times.
the average ()foall 'commercial farms. The range ex)ended fiom a high of 13
,times the average acres Of all commercial farms inNorth.Carolida;to Iasi
than-5 times ih mbib States in the Northeast. /'

.'gusiness Interests_ Other Than Farming

Overmne-hale(56 percent),of allcorporations were reported to-been-
' gaged only in farming end ranching, 19 persent-hid one armore hgribueinhas

interests besides farming, and 20 Percent had other business actliities not
'-'related to their_ agricultural operatiOne (table5). The combination of farm-

ing and agribusiness was more prevalent In the Northeast than in the other
regions. Typically, these activities involved the mbnufacture ar sere of
fled or fertilizer% sale of farm machinefyi and livestock processing or mar-
keting.

A
like combination of nonfarm business interests with farming was on4.y

Blighty more prevalent than the combination of agribusiness:end farming.
This was more pronounced in the. Appalachian region, Pennsylvania, and Ala-
bama, whert'sbOut one-third of the corporations represented lahal businese
fibs that were engaged mostly ih wholeesle or retail trade and alio had a

\farming entegprise.

A comparison of the importance of farming in relation to other business
activities showed that far-ging was secondary in terms of *roes salhe for
more than one-third of all corporations (table 6). Thie tendency. was most
apparent4in the Appalachian andSoutheast regions (excludilig Florida) and in
the Northeast. The primary businese'of such firm. tended to be whollyunte-
lated to firming.

Of those corporations engaged only in farming; 71 percent were-foundro
be family corporations, compared with 61 percent for,those having 'agribuei-
nes. or nonfarming busineie interests (,table 7). About one-third of theagri-
businese corporations were not family owned. Individually owned corporations

5 ,
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were more prevalent When farming wad in combination wits a nonfarm business

* than with anigribusiness or with firming 6nly.

For the 25 States as a whole, the average acres operated by corporations
combining both agribusiness and nonagribusiness intexests.with farming were
'substantially larger than those engaged only in arating (table 8)` This was
especially apparent in the Southeast,and Delta States regions.

0

Gross Sales .of Farm Products

Althouigh.precise estimate* of gross sale s of farm product: produced by
corporations could not be obtained in the survey, the aereagesef crops and
number "of livestock reported for their farm and ranch enterprises'provided
a basis for elitiaates. Grows *ales qf 4,850 creporation were estimated. at
$930'million in 1967, or about 6 percent:of the. cash receipt...from farm mar-
keting. by'all fares in the 25 States in that year.. About tOo..thirds of the
total,for all corporation farms came from-family corporatiodi and aver one-
fourth from "other",corporationi.

( 4

, At the raOlonal level, gross sales by corporations in the Appalachian
and Southern.Plain were probably about 3 percent-of total sales by all
farms. In theSoutheast, the proportion was about,10 percent, chiefly be-
cause of "the large.nuaber and slim of corporatidd firms in Florida.

A distribution of corporate farms by estimated groan sales nhii. that
22 percent had less.fban $20,000 in sales in 1967 (table 9). In the Appa-
lachian raglan, mdre than one-third had gross saIe of less than $20,000.
Only 10 percent 'of the corporate farna had gross sales of $500,000 or more.
Most of the largest operations involved eggsosbroilers, sugarcane, rice, and
cotton.

. Firms having agribusiness intOsts tended to have higher gross farm
sales than did the farming-only corporations (table 10), The farming opera-
tionp by firms With agribusiness interests te ded to be the largest in the
Delta States where cotton ginning often art of large-scale cotton pro-
duction.'

'Among the corpopations unty-unit sales of ploo,000 or mo re
(about 1,390icasds reported), the pr portion Of family corporations declined
as siee of operationshncreaied. For the 25 States, 11 percent of the 'firma
havidg sales.oft$100,000 to $goomo were family corporations (table 11).
For units haVing $200,000 to $500,000 in sales, 63 percent wereakily cor-
porations, knd for those with sales,of $500,000or more, 53 percent were.
Nearly two-fifth of these largest. operations were classified as "other"
corporations. However, only 135 such operations were repotted in the survey:.

Cropi and Livestock Produced

The major crops for which acreages were reported accounted for a total
of 2..6 millionicres in the 25 States (tables 12'and 13). Nearly 38 percent
of this crop acreage, was in.the three Delta States and Was largely 'devoted
to soybeans, cotton, and ugircane. These crops accounted for 80 percent,

6

O



. - 3148
1.

.L) . u ' .r. o

and soybeans alone accounted fbr 53 percent, of therebr;ited land ii crops,
In ,Florida, iugircane AA citrus accounted fog 71 percent ofpthik reported-
land in crops. Fruit, corn, and hay accounted for 84.percenp of tend in ,

crops in the Northeast region. Fruit alone accounted for 52percent of all
- crops on corporate farms in that Yagion. ' /.

.-.. ..

2

. . . o I

/
The crop with the largest were. acreage we; sugarcane, which averaged

,641 acres in Florida and 1,115 acres in Louisiana (table 13). Acreagee of ,

potatoes and vegetables also were laige in Florida. 'Soybeans -in the Delta.
States averaged 1,054 acres per county unit, and cotton, 376 acre'. Tobacco,. ;,..

the Northeast, chic ly the shade -grown wrapper type grown by Cigar corpora-

trop small acreages, averaged 274'acres par county unit in

* tions. A few large lueberry and cranberry oporatiods contributed to the rel- M.,
atively, large average. acreage of fruits in the Northeast regien%

d,
;..,.

Although dotailed*comparisons have not been made, it aEpears that live-
stock Operations on corporate farms were more prevalent than crops. This Was
especially true for the Southern Plains -and the Northeast. The raising of
beef cows wail the most frequently reported liVestock'enterprise, followed by
yearling cattle and milk cows. The number of beef cows.ranged froskan 'Get-
age Of 105 head in the Northeast to 661 head In, Florida. The average for the
15 States was 348 head (tables 14 sod 15).

....--

Milk cows were a frequently-reported class of livestock. The average
number per unit rangid from 131 in the:Northeast to-854 in Florida.

.

Cattle feeding enterprises were frequently reported and also were sub-
stantially larger than for typical farmer- feeders in most regions. The aver-

. / age number ranged from 193 head in the Noritheast to 7,381 head in the South-
ern Plains.

Althoug011et,as frequently reported, Pou ltry enterprises were'opersted
in large units in al), regions:. For commercial egg production, the numb of
laying hens ranged between 48,000 and 170,000 per county unit for the re-
gions. Broilers were.mostly concentrated in the Delta, Southeast, North-.
east.

Approximate Year of, incorporation

The net annual Late of increase in incorporated farm and ranch busi-
nesses could not be estimated from the survey because no records were ob-
tained for those firms that have gone out of business. Internal Revenue
Service data suggest a net annual increase of from 5 to 7 percent for'farm
corporations', or about thesame annual rate as for all incorporated busineis.
The gross. rate of increase is somewhat higher than the net rate because of
dissolutions and conversions to sole proprietorships and partnerships 'each, .
year. The survey indicated that 8 percent of the family corporations first
began' arming as corporations in 1967 and the first 6 months of-1968, col-
pared with 11 percent of the "other" corporations (table 16). In the Southr
em Plains, Delta States, and the Southeast excluding Florida, the proportion
of "other" corpqrations of recent into farming was 21, 16, and 16.per-
ceir respeetively..
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Taking all corporation farms in the 25 States, 49 percent began farming
as a corporation before 1960 and 42 percent during 1960-66. The highest pro-
portions of pre-1960 corporations was reported, in the Northeast and Southeast.
The highest proportions organized in the 1960 -66 period/ werein the Southern
Plains and Delta States.

Lund Tenure of Agricultural Corporations

Most corpor tione'tanded to own all the land they farmed.(table 17).
For the 25 Seats@ as a whole, 78 percent owned all land they farmed, while
only 6,percent rem d ail of the land farmed. The percentage of frill owners
was greatest (84 Pgrcent) for corporations that were owned shd contntolled by
individuals. The percentage of corporations with full ownership of land'was
highest in Florida, where 87 percent of all horporations and 90 percent of
kthe'iddividually owned corporations owned all the land farmed.

Tilere was no consistent pattern amonuregions, or by type of corpora-
tion, in the average acreages operated under Various tenurarrangements
(table 18). Much of'this variation is associated with the kinds of crops or
livestock enterprise. involved. Deciduous fruits in the Northeast, and cit-
rus inFloriaa, for example, are'seldom grown'on rented land, whereas live-
stock ranches in the Southern Plains and elsewhere usually contain both'
owned and tented land. Relatively little acreege'is involved in epoCialized
poultry operations-an this ispredomidantly owned because of the substantial
investment in buildingi and equipment. °

o

METHODOLOGY AND LIMITATIONS

Several alternative means of identifying agricultural corporitions were
considered and evaluated. The agricultural census of 1964did not contain
questions concerning the organizational form of the farms enumerated and
hence could not be used. Examination of the articles of incorporation filed
in each State.would have provided a limited amount of data, but this approach
was rejected becausespf several considerations: (1) Molt States do net,

classify business concerns filing such records according to friaUstry or. buil::

ness codes. Hence, large numbers of records would need to be searched to

select those desired. (2) The stated purposes contained in articles of inT
corporation .are often broadly worded, making it difficult to select those
firms that would conform to a uniform definition of an agricultural business.
(3) Firm that were originally incorporated for a specific purpose, other-

' than farming, may have subsequently entered farming. The current nature of
7 such businesses would not be apparent from the firm nine or fgpm.amendments

to the original articles of kncorporation.
4.

Area probability sample surveys were considered but were rejected be-; '

canoe of the nonrandom geographical diptribution of firms,and the large
sampling errors that would result. The, pportunity to approach complete
coverage by utilizing the records and the personal knowledge of ASCS per-
sonnel in every county appeared to be the best alternative within the limits
of time and funds. A pretest of the initial schedule and instructions wee'
conducted in 14 counties in 10 Midwestern States before 'the first phase of-

.
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the survey was undertaken., Personal interviews by research personnel vase
made in these counties to determine the accuracy and completeness of the
reports submitted. The results 'Of these tests indicated that ASCS offices
could provide the data needed td feet the general objectives of the survey.

Only corporations directly engaged in he producttonrof one or more'
agricultural commodities were to be'reported. Corporations owning land but
renting it to others under cash or sharerrental.arrangements were specifi-
cally excluded.,/ The tersr"agricultural operations" was-broadly defined to
include the prcauction,of all crops and livestock andjAvestock products,
including fpedlOts,andbroilor, turkey, and hatchery operations. However,

1 it was not always possibly for ASCS personnel to clearly distinguish between
the contract and the fully integrated production of such firms: This prob-
lem may have resulted in gone errors in the reported numbers of broilers and
laying hens and turkeys, and in the gross pales of the fitns involved.

The only types of operations, cifically excluded were commercial
forestry operations, Christmas tre farms, hunting and fishthg clubs, and
farms and ranches operated strictly is recreational enterpriOes. 'Reports.
were submitted for grazing, associations and for farms and ranches operated-
by'religious organizations, and other institutions because most are incor-
porated, butsuch operations have bean excluded from the.preliminary tabula-
tion:. There were 456 such cases,obtained for 47 States.

Thi classification of corporations as to type (individual; family, and
"other") was based on local knowledgeand was doni without' access to the
legal, documents of i corporation. Stste laws vary as to the minimumenueber
of persons required t form a corporation, ranging from only one in such
States. as Iowa, Minne ta, Wisconsin,cand Missouri, to three in'many other
States. bide,- in many s, it is possible .to form a corporation within
'a family of husband, wife, and one other member. Such Torporations may
appear to be individually owned.tg an outside observer, because only one
member fie identified with the firm. Thus, the distinction between individ-
.ualluld family corporatihns nay be.less meaningful than betweeefissily'and .

"other" corporations with diVetsified owoership.

When a corporation operated more than one separate unit within a county, °
all operations'in that county were combined into a single report. A tabula'
tion of the number of units within a. county for Che first 32 States shOw4d%
that 87 percent of the corporations reported had only one operating unit.
AA additional 11 percent had'two or three units and only 2 percent fled four.
or mire. Those firms having more then one unit 'had sn'averagk of 3.2,mnit4.
Thy reporting form arso asked for the number of units operated by each cor-
poration in other counties within a State and in other States:, A few cor-.
porations haviU og operations in lore than one county or two r more States
were identified.

9/ Firm are classified as farme in the eultiMery of tax returne'compiled.
by interns' Revenue Service if they report sales of farm products received,
under share-rental arraniemellts. iw
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This treatment of multiunit operations differed from the procedure fol-
lowed by the 1964 agricultural census in which each unit was usually counted
as a separate farm. Hence, the number of corporate' county units cannot be
compared precisely with the number of farms reported by the census. Data com-
piled by the Internal Revenue Service from corporate tax returns represent a
consolidation of all the separate business activities of firms whose principal
busliness activity is farming. The business receipts of such firms include
.those from nonfarm business activities as well as from one or more separate
farming units. Convirsely, many firms which have agricultural production that
is of manor importance in relation to their major business are excluded from .

IRS data for farm corporations. This occhrs chiefly for firms classified in
such industries as mill feeds, grain mill products, and food processing knd
marketing. About one-third of the firms identified in the survey were fudged
to have ether business activities that were more ['portant, in terms of gross
sales,.than were their farming activities.. Because of these differences in
definitions, IRS data provide only A generittindication as to the completeness
or the accuracy of iurvey results.

t )i

'Total acres operited and acreages of specificgcrops were generally avail-
able from county ASCS records. Numbers of livestock were necessarily approxi...
Mations, u were the estimates of gross sales of farm products. Hbwever, a
detailed computer edit program wasAused to compare the prbbabla gross sales
vallue of the crops and livestock reported with the class integral of estimated
gross sales. There is some evidence, however, that specialited livestock
operation!, were less completely reported than were those operations involving
the major field crops. Because of these varying degrees oftialderreporting
between crops and livestock,acreages and numbers should not be compared die
rectly with the total number of corporations or with census or USDA crop and %
(livestock statistics.

Although the'survey design called for complete enumeration, some quell;
ifyilig corporations were undoubtedly missed. However, there are no Inds-
pendently determined data available by whichto measure the extent of under -
edumeration. Uaing IRS tax datf and census data pertaining to manager farms
as guides, it appears that probably less than half of the total number of
aorporationepin Texas was obtained in the survey. The number obtained for
Florida also appears to be less than might be anticipated. Survey returns
alsq were substantially below IRS numbers in several northeastern States,
notably New York, Massachusetts, and New Mersey. However, many of the farm

% corporations filing tax returns in these States have headquarters in.New
Uric City and Boston, but their farms and ranches ate' in other States. About
halt of all corporate returns classified as agriculture, forestry, and fish-
eries filed in New York State in 1961were received by the Brooklyn and
lUmhattan district office of IRS. SiMilar differences between the location
of the headquarters of firms and their production facilities may be observed
,in the statistic's for other States.

There are nmny aspects of 'incorporated farms and ranches that could not
be explored by the survey techniques employed. Such questions as production
efficiency of larKe*scale operations, thtir tapactupon pricing and competi-
tion.in local markets, and their possible tax shelter advantages require '

study.and analysis. However, considering the almost complete track of any
data on corporatione,,even the limited infoiastion produced by the survey
will provide a basis for such additional research.

1

A

'14 103



3152

l

....;

.

..

Takla 1...Yarma and acre aperatodity morparatiotts having agricultural operatiema es }stemless's'
of csamorcial faro, 23 States, 1968

Stitt *NA
raglan

Maine
New Nampskirs
Vermont
Nassachusatts
Rhoda Island
Connecticut
New York
New Jersey
Peansylvsala
Delaware
Maryland

Northeast

Consortial
t firma jj
1

Corporations 2/

'arm

Lass.
5,500
1,727
5,274
3,825

440
2,875

38,000
5,673
41,500
2,627

,,Land in

Istran

Loco
AGM
1,665
465

1,975
567
50

'430

9,673
814

7,496
604

1

Tana
4t

ask=
57 92
14 : 6
42 25

120 68
14 6

117 60
221 174
101 47

na 115

50 36

3 Lead lit t
farms

Corporations as
IHmtentage of
comearciat forma

Farm ! Land i*

21 ; forma

1,000

MILL 41'

1 6
1 1

3 12
3 12
4 14
1 2-
2 6

1 2

2
.6

:41111""=IL
Virginia : 31,000 7,882 23$ 331 1 4
Most Virginia 1 4,800, 1,750 52 42 1 2
Mirth Carolina

.
: $0,70$ 10,328 223 583 JJ . 4

Kentucky..... I 58,000 . 11,102 151 124 .1/ 1taiseiri=eriiIi=t1i=j/annum..
Appal an

South Carolina
0 Georgia
Florida
Alabama

Southaast

1 21,000 5,700 18 00 414 3
t 36,000 13,000 220 3117 1 3
: 13,487 12,500 1415 3,664 9 31'til i aitc=tac=1:501100 7 11
I

Mississippi s 34,000
Arkansas : 27,342 11,
Louisiana I 17.750 8 0
Delas States 0.1, 711.092 30409

t

Oklithana I 37,472 27,1100

Texas _18.000 118.729
Seutharn ?UN : 115.472 146.129

25 States.. t 636,760 284,524

04 727 1

301 657 1

240
815 2.090 .4 1

35
495
4110

09
4%134
4.531

21
1.

6
6
4
7

21
4
3

,850

jj All facia having gross tales of 12.500 or mores
census of agriculture.
2f County unit'buis; i.e., corporations having operations in *Ora ttan ono county or State

were counted at each such location. Number of corporations not strictly. ceoparshle with catsup
number of farms.
jj Lass than 0.3 parcant.

12,875 1

grtlrotoa for 1968 projected frowli964

0 4

11

.0
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Table 2.. -Corporations: Number and distribetion, by type, 25 States, 1960 if

.
. Typo of corporation .. Distribution by type J

State and
I

region 4 UnCIAOS. I
:Individuals family : Other s s Total :Individual! EAMily i Other
I I ! . ifiedD

I

nall; r,
13 $0Maine 1 7 n. 45 1 57 7. Now liampshire : 1 . 12 4 ... 14 7 66 7

Vermont '1 6 28 4 4 42 16 74 10

Massachusetts : 11 a 94 10 '

i

5 120 10 61 9

Rhode' Island 13 1 .. . 14 -- 93 7
Connecticut ' v : 89 ' 16 1 117 6 77 IS

New York s 39 177 42 13 271
..,....

15 69 16

4 New Jersey : 7 76 16
i

...,. 5 101 7 81 12

Pennsylvania s 22 136 54-- 16 226 10 , 64 26

Delaware s , 8 33 4 3 30 17 74 9

Maryland : 23 ,117 34 -20 164 16 60 24

Northeast I 133 794 163 66 1.176 12 72 16 .
..

=2

Virginia : 36 159 43 16 256 16 66 1$

Veit Virginia,:-.,,..' : 8 31 9 4 52 17 64 19

North Carolini..e : 32 143 44 4 223 15 65 ' 20,
Kentucky " s 25 69 47

Tennessee 1 17 29 6

10
11

151
65

16
31

49
54 13

33

Appalachian 1 431 13L_ 47 749 17 SI 2.2,

s .

South Corolina....4.1 6 ." 57 23
.4

H. - 9 65 26

Georgia : 29
Florida s 203

146 36

673' 264
Alabama :

55
220

1,213
14
14

66
56

IS

24

Southeast

' Mississippi s 67 175 46 6 294 23 61 14

Arkansas 1 25 197 62 17 301 9 69 22
Louisiana t____,u___1.6fL__AS 13 240. 14 65

133 13 65 20

Oklahoma s 6 19 6 4 35 20 61 19

douthern Plains : 7

X 25 States , 706 2,947 937 260 4,650. 15 64 21

1J County unit basis; i.e., corporations having operations in more than one county or State
were counted at each such location.
if Type of corporation was not reported.
jj Excluding unclassified.

1,0

12

1. U 6
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Table 3.T.Corperations having agricultural operations.: Acre& operated nadoilistributien.by .type,
-25 States, 1961

- Type of corporation : Distribution by type 21
State and
region ' Uncial's-

1i:Individuals Fanily 4 Other : Total andividuals Family t Other
re

1 7
1 1 t

s

1 : 1.924aczu Barra 6.
i

Mains 2 2 85 3 2 92 2 94 4law Maspshixo s 1 4* 1 6 24 60 16
Vermont 1 2 11 2 3 23 11 11 1
Massachusetts : 5 36 24 3 61 I 55 37

I Rhoda Island s .. 3 1 -. 6 -- 91 11

Connecticut s 1 . 35 16 L- 60 13 60 27
Maw York 1 24. 120 ' 22 1 174 15 72 13

. New Jersey s 4 21 13 2 47 9 62 29
Pennsylvania s 1 67 32 1 113 . 7 63 30
Delaware s 4 29 4 2 39 11 78 11
Maryland 4

s IS 73 , 32 17 137 12 61, '27
Korthsast : 73 500 150 46 _769 10 69 2k,

\firginia 1 43 143 123 22 331 14 41 40
Vote Virginia 1 11 25 3 3 42 21 63 9

Werth Carolina 1 31 191 147 7 313 $ 33 39
Kentucky s 23 64 29 1 124 20 55 25
Tonnassoe 's 13 36 9 16 94 17 71 12
Appalachian r 121 416 311 56 974. 13 53 34

s

C rgia
Siith Carolina s 29 87 35 -- 130 19 58 23

F rids
2 , 37 262 76 12 317 gi 70 20
s 231 2,257 1,194 173 3,164 '7 61 32

Alabama s , 30 66 11 I .1011 21 62 10.
Southasst s 334 2.672 1.316 14 4.509 a 62 .139,

Mississippi... s 121 434 157 15 727 17 61 22
Arkansas s 51 440 122 37 657 9 71 20
Louisiana : 149 351 162 44 706 23 53 24

Delta States : 321 1.225 441 96 2.090 17 6r ....ja.
. ,

11 .0. 47 22 12 99 20 + 54 26/1"""
Oklahora s

Tapas s 431 2.713 130 390 4.434 11 69 20
Southern Plains 2

25 States I, 1,305 7,713 3,070 716 12,475, 11 64 25

jj Typsnof corporation was not deter:dud. Actss per unit assumed to he Sane as for all
. corporations for which type was reportsd.

21 Lacluding unclassified. ' if'
" '1.

13
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Table 4.- -Acres per farm Commercial farms, Wmd corporate farms hy type, 23 Stites,

State and
region

Type of corporate fares'
s Commercial t

Sassui
4't Individual 1 Family 1 Other All types

-------

Maine 4 303
New Hampshire 269

Vermont.... : 374
Massachusetts s 148

Rhode Island. : 114

Connecticut : 150

"New York t 235

New Jersey .1, 143

Pennsylvania 4.:1 181

Delaware.. : ° 230

Maryland s 224

------

289
.. 1;456

407
'455
...

$51
627
547
348
49$
636

Northeast : 221 550
.

. 1

Virginia, s 254 1,131

West Virginia s 365 0 1,361 %
Mirth Carolina s .128 960

Kentucky' s 191 917

Tennessos s 205 776

Appalachian s 184 1 006

South Carolina : 271 3,666
Georgia s 333 1,27$ '

Florida s 927 1,174

Alabama ) , 325. 1.87/
Southeast s

Mississippi s 334 1,811

Arkansas s 413 2,337

Louisiiha s 454 4 811

Delta States s

Oklahoma : 743 2,985

Texas s____1.516 6.340
Southern Plains :, 1.265 6:068

1

25 States s 447 1,831

.00

1,894 853 1,622

308 1,000 .450

644 423 583

387 2,419 337

390 475 397.

393 895 508
676 511 " 644
362 1,19$ 473

504
:T: 1,033 777

$42 955 135

639 8t4 fe .,

8,7 2,851 ' 1,253

7911 382 $36
1,383 3,345 : l.,676

922 625 . . $22
1.925 1.10 '1:447
1 124 2 066 1 207

.1,521 1, 33 1,721

1,792 2,012 1,759

3,354 4,202 3,183
1.606 629 1,331

2,479 3,402 2,470

2,233 1,966 2,186

2.093 3.376 2.

2,496 3,723 2,877

',10,383 10.509 9.744

91863 10.03 9.120

2,617' 3,276 2,655

ij County unit basis; i.e., corporations having operations in more than one county
or State were counted at each such lecstlon. Avowals itemises computed from unround.
ed data.

1=5

14

.4

i 07
4 ,
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TWA 5.--DistrIbution of corporations by extent of business interests. 25 hates/
1968

0

State and 31Arming
:

region only
1

Farming plus:

:

' .

i

Total

4

! .

:
." Agri-

buslnass lit

.

penagri. :

businsiss 2/
,

Combination
21

Meta : 48 38 :

?stra
. I.

5''

ilk

100

ri

New Hampshire 62, 15 7 15 ,II 100
Vermont : 40 37 :. 18 5 100
Massachusetts : 71 15 , : 11 / 3 100
Rhoda Island s 50 t 29 14 . 7

0.

Connacticut ..... 4.: 64 19 11 'e 6 '

.%140.
100

New York : 49 22 24 100
New Jersey : 61 23 11 5 x 100
Pennsylvania.. .o : 37 23 '34 6 100
Delaware : 16 53 22 9 100
Marylan4 s ' 61 18 21 . 2 10Q
Northeast 4.: 52 . 23 20 5 600

:

Virginia. ' 59 12 25 4 "% 100
Most'Virginia 68 7 23 2 100
North Carolina..,.: 29 29 32 . .0 10 100
Kentucky :. 33 16 IA 49 2 100
Tannassee : 23 . . . 34 31 10 LI.OD

Appalachian c 4'43 20 31 6 .. 100
:

"South Carolina : 48 28 16 8 100
Georgia ' : 45 20 24 11 100
Florida : '66 16 15 3 100.
Alabama : 40 22 35 3 100

Southeast : 61 18 J7 4 100
...

.

Mississippi :' 71' . 17 10 2 100
Arkansas : 60 19 16 5 100
Louisidga : 59 14 21 6 100

Delta States ". 63 17 16 4 100

Oklahoma : 52 7 24 17 100Tow : 56 , 20 2Q, 4 100
Southern Plains : 55 20 20 W

i ;
23 States : " $6 19 20 5 100

----- 4
j/ Farm supplier; marketing or processing of farm products.
21 Sysinass activities unrelated to production or marketing of farce products.

. ,J) Roth agribusiness and nonasribusineso.
,

0

IS

to,

a.
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Table,6.--01Atiibueion,of ceePoralions acCording',Cp major and.lecondaty nese

25 States, 1968 14

o
Fiiminirmajor activity IF:kr:sing seCondary act

0. " Farmipg ranked ; 0 , total,

,

Fiessine iiih other" Total 1';
' . . 2nd

toa3rior
r

4 : :

i: .
. .

i ...- -- Percent: r
-4r .,

44a11 '
:

-17 65 29 .6,'C 35

k New milips4fr ..... -..: 162 ' ... 162 31 t 7 ,. 38

' 4900. Arermant.....i,i........',.: 140--_,A 9 k'o, ..-
4', ..... 11:

HpbeaChUsetts ' 71 , 8 79 19 . 2...-... 21

ihode island ' e 50 -''- 29 79 21' '--F. .;,, 21 :104

ConnspeiC0t1(!..s...: 64.. ;12 :I.

$04 York.... .. . . . . :: 49 9:
76' 19 .5,!$,. 24 100...

10 38 10,:,:. )2 , . , 100"

1644.hrsey4 ....i 61 10", 71 25 .- 4 ,:,- 9 200

:-Fenneyllania........t.' 37 10 . 47 .47 6,-,; 53 .100
. .-

10.10istre4.... . 1, ..... ... 16 N : ....., 16 68 16 '', 84 100

..Mityjaud ' .:',.-wn' 61 ', ,-. 3 . 64 '. 31 § '-' 36 - .100

r Northesic ' ''...-..9'.'''-::::
. A

.! '9' ". Viraldia..:.. . . .... :: 59Z .9.: 68 -". 11 ' 1 --'7 32 . -100:

,West Viraidli.......: .68 ' 2 ' , 70 27 ,. 3 .,:. '10 . 100.,

.:1Torth Carolina:-.....: Ir. 29 .--..14.- . 43 -44 13 t 57 , 1011:

ltentlicky,, 1. :, 33' : -7 7: 40 56 , . .4' ., 60 100

,Tonnalssea ' 25 . LI , 36 54 10! 64 . 100

Appalachian '

-.

: - ''-,'
.

i.

SoutVC16iina ' 48' 12' , 60' 30 ,10 40 - 100

Georgia --'s... 45 - .13 . 58 a ' , 35 .:':7 42 100 .

Florida' ' '1 :66- 10 : , 76.. 23 ':' 1 24 , 100

Alabama.. ..: 40 16 56' 42 2 '444 100

'Southeast". ..... p: 61 10 71, 25 ', , ,.. 4 29 100

Missisqtepi .... : 71

Arkansas 1, 60 1.6

LouisAana k ; : 59 16

Delpa rStites 63 0 13

Oklihoma..... . .. . . . .: 52 '' 17'.'
TeXIII 4* 3 : 56 8
Sbuthern Plains... 55 9

5 Stated . . ... .: 56 10 .

4

78
-

20 .., 2 22

16 '/O .:). : 4 .- 24 100

.75 22 3 25 100 .

6 -21 . 3 24 100

r 1oo

,) Crossealos was used as a habit for'telativie'rankings.

'J
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hr 3

Tibia o corporations, by tpa. qf corporation and antant of kindness
interests, selected visions, 1968

Farming,pluss
Region and type Farming

af'cOtnoration ". only Nonagri. Combinitian
business 1,j: 21

, Northeast .

Individual,

Family 4.,:..

Other

9,
814--
10

: '12

'69

19

100Total 100
..

. Appa4kChian
Individual
Family
Other

:

13

69

18

12
64
24

Total 100 100

Southeast excluding Florida,
Individual 9 11
Family 70 63
Other * 21 26
Total 100 100

Florida s \
-Individual

tOFamily
18

64
11
52,

Ottler........ ........ -1' 18. 37
Total ° 100 100

StatesDeita States : ,

Individual - 5 10
Family , - 80 . 39'
Other ... 15" 31
Total lo. 100 Q 100

SOutbern Plains
Individual 12 18'
Family 72 59
Other 16 23
Total .0 roo .. loo.

25 Statas

Indikridual. 4 13 p
- 13

Family 71' 61
Other 16 °I. 26

: Total 100 100

Percent lr

:21 il.''

54 65
25 22
100 1 100

25 ,, ... 15
na''''''- '75

25 10
.100 100

247 16
59. .68

17 16,
100 100

24 16
59 68
17 16

100 100

19 14,
50, 72
31 14

100 100

.

21 27 . r..

53 '- 60 1 .

26 13
.

.100 100
,

9

v
.

k 23
.

16
52 63
25-* 21 .., .4

lop .100 Iii

Firm...applies; marketing or proceiNing of farm products.
21 Business activities unrelated to production or marketing of
)j Both agribusiness andrurmagribueirsas.

o

,17

6

a

firm products.
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Table 8.- -Atria operated par corporatfpn b' extent of business interasts,25.8tit4.

- .
1968' 1/ 44..4

State and
region

Farming. s

only : Agri- : Nonagri- ,

. : bueinaar2,/ : business : tipn Al_

Farming plus

----- ........1......---......-Avaraseacrest-*---:--------

.

' Main* 565''., 522 12,792 225

NeW Hampshire 4 4391. 255 763 300

Vermont -, 535' 541 820 414
Macsachusstte 601. . 288 636 .'257
thodaIalamd ; : 423 . 130 588 366

Connecticut 348 717 '786 .. 611
New York ,- 1,87 597 494 '14274

Newderoey 530 419 374 451

4 Pennsylvania.... -- . ... ..; 419, 669 422.. 738

Delaware 627
.

985 .566 488

Maryland : 969 807 580 573
Northeast 607 629 799. 702

Virginia
./

1,082 1,392 .1,519- 1,802 .

....

West Vlrginia ,e1", 605- 304 1,419. 3,556

North Cardlins ,4.7-. 1,272 -A 1,349 2,316' 2,036

Kentucky '760 571 970 ',,,, 780. t

Te 832 1.278 2.166 ;
Appalachian..... :....i_3 .Slkr___pi2U 65 b._....1i878

-:

South Carolina :1,349 1,197 4;090 1,120
Georgia' '1,657 1,559°
Florida er. 1,803 3,770

Alabama : 1.907 '1.173

Southeast _ g:
1.771 3.016

:

- 2,193 1,826
t 6,614 14,412

885 3.199

0- 517 7.762

,
MississippiArkaness.....

....... .: 1,913
"; ...... .: 2,086 3,085 2,568 10;315

1,985 2,1f106. 6,104

Louisiana : 2.102 4.101' 4.086 3.499
Delta,States p.032 2.926 3.020 '5:664

: -

Oklahoma 1,751 . 635 4,760 4,080
Texas 8.862 3.653 7.993. 60.955
'Southern Plains ...,=842121,.....V.

.25 States 2,075 " 2,084 3,152 8,383

.,

,./ County unit basis; i.e. corporations having Operations in more than one county
or State Were counted at each location.
' 21 Fink suppliei; marketing or processing -Of farm products.
If Business activitios unrelated to production or marketitig of farm products.

* A/ Both agribusiness and. norlagribusinets.

'119-13$ 0 - 0.5A 5.

.18



3160.

Table 9.-- Distribution of corporations by gross sales of Xafn products, sslected
regions, 1967 1/

; :Cross sales of : North- .Appala. South
Florida a Deltafarm prdtq: ?, east ;. chisn ' east 21:

Southern 25
s. Plains States

-.. Patcent--- -------7. -- --.- - -- - -- - -
Lose than 828,000..: 17 .35 23 26' 11 29 22
520.009 - $39,999....: P3 15 13 16 11 10 13
540,000- 599,999.....: 28 21 22 20 24 24 24
5100,000-4199,999..: 18 14 17 14 28 14 18
5200,000.84990999..: 14 8 14 13 17 9 13
5500,000 or more...: 10 7 '11 11 9 10 10
Total : 100 100 100 100 100 100 100

Nonbor retorted : 909 623 345
'

1,009 ° 726 363 3,973

11 County unit basis; ite., corporations haiing operations in more than one°count
or State were counted at ach such location.
2/ Ixcluding Florida. '

4

.st

i12

19
as
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.- . .

Table 10. - -Distribution of corporations by gross sales of farm products according to

extent of business interests, selected regions, 1967 1./ 'r

.Fasting pluss

Region and gross Farming/I.

,

sales ofefarmproducts only : Agri -° Honagri-. f Combination

business.2,/ ; business 2/ ,41

Northeast
Less than $40,000
$40,000 -$99,999.v, :

$100,000 - $199,99, '

$200,000 - $499,9 :

$500,000.or more
Total

Number reported

`Appalachian :

lass than $40,000
$40,000- $99,999
$100,000 - $199,999 it
$200,000-$499,999 a,-

$500,000 or more....,`:. ....`.

Total 1

Humber reported r

A .

Sout oast excluding Florida :

Le than $40,000 ' :

$40 000-$ .,999 :

$l00000-$l99,999 :

$200 000-$499,999 .,....z

$500, 00 or more r

Tot 1 000000000000 i.....a :

Number resorted :

' i

Florida :

Less than-$40,000
$40,000 - $99,999. :

$100,000- $199,9W :

$200,000-$499,9" t

$500,000 or more r

Total I :

Number reportadok...« z

it IF"'"' -Percent

18
35
20

17

10

100
469

30'

22

20

14
14

100
208-

54
22
11
7

. 4

100
184

37
22 1

13

15

13

100

.555

43 36 69 40

26 . 21 ,,14 22

19 13 . 8 15

8 15' 4 10.

4 15 5 . 13

100 . .100 100 . ----

263 124
l 196

_ipo
40

.

28 28 59 29

25 13 25 23

20 17 6 32

19 17 5 13 9
8 25 5 3

100 100 100 109

150 76 ' 68 31

a r
.

45 26 46 14

22 14 23 11

15 18 9 .
11

12 16 13 29

6 26 9 - 35

100 100 100 100

672 160 149 . 28

op*

4.

a.I

20

4
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Table 10.-- Distribution of corporations by.grosi ialas o1 farm products according to
extent of business interests, selected regions, 1967 .1,1 (Continued)

legion and groatsa1as

of farm products
?arming
only 1. Agri- r **onagri-

: business 2/ business If

Delta States
e". s

...

Less than $40,000
1

17 18 48
$40x000- $99,999

,.

1 20 15 23
$100,0004199,999 I 34 18 16
$200,000- 5499,999 18 22 ' 6
4500,000 or more

/ 3 27 5
.Total 2 100 100 -.1.00

Number reported s 457 125 111

Southern Plains :

Lass than $40,000 36 25 57
$40,000- $99,999 37 27 / 20
5100,000-0199,999 s 14' 17 9
0200,0004499,999 1 7 13 9
0500,000 or more : 6 18 5
Total 100 100 100 -*

lumbar reported

:4%4
77.

:2
' 25 States :

Less than 840,000 s 31 29 56
1/4 040,000-599,999 1 29 19 .21

$100,000 - $199.999. 1 20 17 11
$200,000- $499,999

7. 14 16 ' 7
$500,000 or more . 6 19 . 5
Total

s 100 100, log
Number reported ' : 2,204 769'. 6 795" .

Yarning plus:

Combination

15

.Nin 6
15
21
43

1D0
33

-,

29
6

1$
-0
47

1004f

1?
.." 17 ,,, .,

w 15
22 -

100

. .

197

1/ Courity unit basis; i.e.p.corporttions
havinfoperations in more than one county

or rust& were counted at each eusiflocation.
2/ Porn supplies; marketing or processing of farm products.
1r/ Justness activities unrelated to production or marketing of fat, products.
47 loth agribusiness and nonagribusinees.

.

21
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Ties 11. -Distribution of corporations with gross sales of $100,000 or more according
to type of corporation, selected regions, 1967 lj

Cross salsas of
fare products
and type of
corporation

a

3100,000- 3199,999
Individual

. ropily
Other '

Total

$200,0S0 -8499,999
Individual
Tastily

Other
Total
.

' $500,000 or more
Individual
Family

a

--*41ther
Total

Region
: Co rm.

do
Aid

- s South- :
North - 'Appals

: .east :florid*:
east Chian

':Southern4 25
:

Delta: :States=.Plains :States:

:

-.. .....

* 10
: 80
: 10

. . .....
.

-

le

68'
14

....

10

71-
19

12

73
15

6
76
-18.

10
71
19

Lab.=

61'

420
110

-.

11

68
'21

: 100 100. 100 100 100 100 190 S't
: \

: ' ,Y

:, 7 11? 14 13 g 11 10 10 46
: .76 66' 55 60 64: 67 63 278'

: 17 18 31 27 25 23 27 _118

: 100 100 100 100 100 100 . 100 442 ,.,

s

a
.

: 5 7 14 . 9 14 18 9 34
: .61 60 , 56 52 46 56 53 188

s 34 33 30 39 40 26 38- .135
1 100 100 100 100 100 100 %OD 357

1/ County unit basis; i.e., corporations having operations.in sore than ode county'
or State wars counted at each such.location.

2/ Excluding Florida.

ti
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*
Table 12.--Numbmw,Of,corparations repotting specified crops, by sefected regions,

1967-1/
m. :South -; :4

North- Appals- ! Southern 25/
!

Bast
= e;st !Florida : Delta . .

Plains =States

s
Corn t

Wheat ' '' :

Other grain
Hay x

Sbybeans :

Potatbea :

Sugar beets ...:
Sugar cane :

Tobacco r

Cotton
Rice I t

Peanuts
Crenberrtem :,

Apples s

Poaches .:

Citrus s

fruit', others and s

not specified
Tomato..

.
:

Vegetables, other.
and not specified

Crean house and
nursery :

:.

s

A15
202
221
453
71

88
17

---
32

...

...

....

40
66

. 30

---

d6
22

97

46
.

.0

362
126
156
314
134
11

--I
...

220
73

-.--

43
...

30
14

- --

13
6

19

6

4

A

186
52

99
.153

102
......

--..

48
106

1

71-

....I

5

26.

32
2

11

.5

66 96

.5 205
11 65 '

65 156
7 f 479

25 5
.... ----

61 90
20 T.....

2 376
-- 117'

.21 ---

-» ---

15.- 1

551 -
, ,:.%.

. 26 ''',1128

-11 2

50 6

42 1.

ma. ........
25

' 94

187
115
16

2

4
....

...

$ 115
15
14.

1

,2

6

r 1

16

. 2

41
1,150
184
739

1,256
809
131
21

.151
320
674
133

149
40
102
79.

557
.

173
46

201

104

0

a
4

,),/ County unit basis; i.e., corporations having operations ingot* than one County
or State were counted at each such location. Numbers ohm; should not becompared
directly with the total numbir of corporations because of imcdmplets reporting.

fxcluding Florida.

F

1 1.

23

I I;



,Tabla_13.--Averige acreages of spscifi96c7 corporation, selected regions,

1

Crops
!

east
Worth.

:4'

Appala.
:South -:

1- 2

"a-:Florida s Delta b"ern
2.1 Plains ;

25
States

9 dolt
MI

Corn
Asat

:

1

177

66
171
70

25211 31I6 100
104 _ 450 334

556
432 ,

197
203

Other grains : 80 $1 188 176 295 498 '. 221
Kay : 152 122 167 201 . 248 . 161
Soybeans 219 296 ,

.157

270 561 1,054.' 210 ,e 735
Potatoes : 297 355 --- 1,140 .94 0360v 456

41

Sugar boats- 1 : 21$ --- --- 131 - 202
4 . Sugar cane . --- ' ..'... 2,641 1,125 --.. J.,738

Tobacco : 274 v..16 23 68 .... --- 46 '
Cotton 121 * 130 '''54' 431 289 324
',Rice : . ... 40 --- 403 1,105 477
Peanuts : ... 114 130 $1 - -- 256 131
Crgsberries z 899 / ... ... ..- ... 699
Apples ,. s 257 j 332 244 - -- 30 276
Peaches 147 131 353 169 120 100 212
Citrus...,
Fruits, other and

1 --- . -... . $64 ... - -- 364

not specified : 1,244 258 5. 152 CO 414 237 , 659
Topatoes : 113 562 120 349 ,51 50 243
Vegitables, other and :

not specified l"- 482 344 ' 54 921 87 340 528'
. Crean house- aid s .1 .

surgery t 859 131 143 300 535 '244

.
1.000 acres y.

I .

Total acres of all :

crops reported : 450 223 167 511 -t) 961 246 2,558

jj County unit basis; i.e., corporaEina having oporstions in sore than one county
or State were counted at each such location.

2/ Excluding Florida.
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Table 14.- .Number of corporations reporting specified
'el

0 regions, 1967 4/

s :South -: .Mores- 1 A 2 Souther" 24, Livestock " t : :124,1:7 t Gist ;Florida : Delta s "--"41'" 25, east Plains ; States
: 21 : s

f livestock, selected.'

s ' r
billtSfi------.. ! -- ----?..-----

'Cattle v . s -91 130 65,fed

Yearling eittlp.
leaf cows....

s '164

t 85
.135
254

95,

166
Milk cows t. 295 . $4 35
Market hogs sold 1 31 63 39:..
Sows farrowed s 9' 49 38'
Sheep 21 23 .- -
Horses s 304 26 0
Broilers sold st 39. 15 15
Laying bens IS 46 60
Turkeys sold . 5 19 6 ,

1

'28 55 59 428
117. 196 74 665
233 265 182 1,1851 18: 14 331
8 20 17 178
9 .15 12 132
1' 4 `.0 21 7D

11 11 7 92
1 22 2 94

18 34 14 257
-- 4 49 43

2j County }nit basis; i.e., corporations havint operations. Inserts tan one county
or State were counted at each location. Numbers shown should not be compared
directly with the total number of corporations because of incomplete reporting.
2j4xcludina lolorida.

.

'Table 15..-IIAverage *Amber of head of'Specified livestock par corporation, gelectst
regions, 19671/

11°If County unit basis; i.s,,
corporations having operations in more than one county

or State were counted at each such location.
21 lxcluding Florida.

5', 467 --. j 300 112 2,7711 1,023Horses s 55 46 11. 65 ' 17 9 53
:

( s

.1401/.1111011-«-
:

. ..

Broilers 1 653 1,261 1,899 2,000 1,973 6,020 1,206Laying hens s 25 48 90 107 170 137 92%urksys :. 14 226 108 ..- 90 256 124. .

0

0

is

25

11°If County unit basis; i.s,,
corporations having operations in more than one county

or State were counted at each such location.
21 lxcluding Florida.

'Cattle ,fed v . s -91 130 65
Yearling eittlp. s '164 .135 95,
leaf cows.... t 85 254 166
Milk cows t. 295 . $4 35
Market hogs sold 1 31 63 39:..
Sows farrowed s 9' 49 38'
Sheep 21 23 - -
Horses s 304

.
26 0

Broilers sold st 39. 15 15
Laying bens IS 46 60
Turkeys sold . 5 19 6 ,
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Table 16.- .Distribution of corporieions by approximate year they bops farmies as a
corporation, selected regions

A

3167

Type of corporation North. =
:Sout."

: Southern
, east :Florida r Delta : 25

. As* year oast chian. ly : Plains States

Indiv1041. :

A -Before 1960 " : 53 51 55

1960-66 : 39 43 A 35

1967-68' ':" 8 6 10 .

Total t 100 100 .100
% 4

W.
Before 1960..c ; $0 50

1%60-66 : ° 35 ' 40
54?

1967-68 : '5 10 6

Total s, 100 100 .' 100

:

alhar. :

kik:fore 1960 :' 46 44 45

1960.66....1 : 46 49 39,

' 1967-68 0 8 '7 - 16
Total s 100 100 -100

t
All t

Before 1960 s 57 49 50

1960-66 s 37 42 41

4
1967-68 : 6 9 9

Taal ....: . 100 100 100

1 /Excluding Florida.

56 36 34 -49

37 52 57 43
-7 12 k 9 ,,8

100 100. %.- 100 ', 100

.

.42 33 .5152
46 53 41

7 ' 12, 12 8

100 . 300 100 100

47 47 2$ 44.

47 37 31 45
6 16 21 11

100
e

100 100 100

52 42 33 49
.- 41 . 45 53 42

7 13 14 9

100 100 100 100

or

9

26
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Table 17.-Zistrihution of corporations, by tenure of la*d operated 014,by Mop
selected regions, 1961*

44 4 '

Type of corporatiOn. ,

Resift mad'espure :

t '"-^"
vidoal

t Family : Other
All

'corporation

Mi 1 44 IAXASD ...

76

....
I

i.7,W?'
Verthease :

Owswed only $0 75 77
*..tad only 3 1 6 2
Part anted, part rantod...t: 17 2# 1.7 22 .
Total 100 100 100 100

APPaltachl
Ow

an
iew4 only 1.. 77 . 7$ 81. 76

Ratted only : -6 : 3 5 4
Part ownad, part ronewd : ty. . 10 14 16

Total : 100 100 . 100 190

Southeast li :

Owtmtd only : 92 77 63 SO
*anted .nly : '... 4 6 4
Part monad, part ranted s $ 19 11 16

Total :asztestagme=====12122mseremwmem..
Florida s

Owned only : 90 $7 82 $7
ltentetzly s 5 5 10 6
Part d, pare. rented..... 5 $ 6 7(
Total t 109 100 100 100

D'elta State' :

Owned onl : $4 66 71 70
Ranted only : 6 10 9 9
Part ovnad, part rentsd..... .'10 24 20 21
Total :- 100 100 100 100

t

Southern Plains :

Owned only : $2 63 72 68
*anted only : 7 14 '13 13
Part owned, part ranted : 11 23 13 19

Total : 100 100 100. 100
s

25 Seats Total
:Owned only $4 76 7$ 78

Ranted only : 5 5 9 6
Part owned, part rented 1 11 19 13 16

Total s 100 100 100 100

-t.

1/ Sxcluding Florida.

120
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Tabla 18. - -Afarage acres operated par corporation, by tenure of land.operated and by
type, selected regions, 1968 I/

Type of corporation

legions and tenura. s
Indi-
vidual

: Family_ : Other
t

All

t
corporations

. :

t

1

Northeast : ., .

Ownid only : 457 476 734 $14
looted only s 660 4'035 1,585 1,217

Part owned, part rented * 544 620 631 614
:

Appalachian :

Owned only : 981 982 2,169 1,211

Rented only 1,700 1,005 2,293 4 1,477

Part estnad, part rented....:
t

1,815 1,322 2,980 1,634

Southeast,./ s

Owned only : 1,346' 1,745 1,359 1,601

Panted only...4 ..- 536 660
Part owned) part ranted...6s 1,973 1,476 4,458 911

Florida
Ownad only : 968 2,982 3,910 2,821
tented wily : 447 1,774 -. $45 ° 1,210

Part owned, part rented : 4,610 9,126 ''' 10,939 8,947

Dalt* State*
0 .

Owned only : 2,700 2,351 2,065 2,351

tented only : 4,571 1,733 241 ' 2,131

fart owned, part rented : 1,760 1,476 5,09$' 2,113

Southern Plains t

/Owned only : 4,649 124640 2,590 9,222

tented only . . t ,4,554 5,255 36,464 11,699

Part owned, part rented,...: 1,715 4,147 . 1,944 3,662

:

25 State Total s

Owned only : 1,535 2,605 2,769 2,464
Rented only : 2,228 2,458 6,648 3,652
Part mood, part ranted : 1,463 1,940 580

!
2,148

f- .4

1County unit basis; Lei, corporation, having operation. in more than *nes county_
or State ware counted at each such location. Average acreages computed frog un- '

rounded data.

ly txcluding Florida.
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UNITED:STATES DEPARTMENT OF AGRICULTURE
Economic Research Service ..'

ParalProclactIon Economics DiyiSiOn

ERRATA

OUR:31,000 LARTiES.T FARMS, U.S. Dept:\Agr., Agr. Econ. ROt. So, 175,4,
March 1870.

Plge 14, table unit Column, opposite vegetables
' change line 23 to "Antes harvested" and
change line 24 to "Silea in. dollars."

Tage 16, table 9, unit column, opposite vegetables --
change line 22 to "Sales in dollars" and,.
chance line to "Acres harvested."

Page '17, table 10, coluMn 1, row 2, opposite tobacco
ge 31.4 to 62.9.-,

Page 23, paragraph 1, lines 7 and:8,,Change percentages as follows;,

81 percent to 79,.percent.'
64 percent to 61 percent
69. percent to'64 percent

Page 35, paragraph 2, line 2, should read

".....operatoiS with less education..,!

123



7. This report is based mainly on information thow4 in a special tabu
lation of 1964 Census.cf Agriculture. data-for, farmS with annual aslea.!of.
$1004000 or more. The. tabulation was obtained from the'Eureau of the
Census, Department of CoMmerce.-

This_pabnlation.permits us, for the first time, -'to present compre-
hensive national and.regipnal informationn-on the largest farms,-by sales
group, including farms with annual sales of $1 million or more. These
are the latest.and only data available nationwide on the largest farms.
The data were not availallle until. 1969', and no.new daba are expected for
several years to come.

Administrators,. legislators, and the ,g,eneral public have expressed.
widespread interest. and concern with respect to large-scale farms. This
report will providw information that should help put issues concerning
these farms into pioper perspective,,Wespecially as concerns their impor-.
tance in the future organizational structure of agriculture,

. Specific acknowledgeMent of their valuable cooperation is made to
J. Thomas Breen, Chief, and to Arnold. L. Sollenbacher and jbbn A.
Blackledge, Statisticians, Agriculture .Division, the preen of the Censua.*
Acknowledgement is also due to Ella S. Wells, statistical assistant, USDA4
whose competent statistical work served as the basis for this study.

Note: In this report, size of farm is delineated
as follows:

Gross sales

The largest $100,000 or more
Large .$20,000 to $99,999
Medium $5,000 to $19,999
Small Less than $5,000

Within the "largest" farm size, farmi with
ale* of $1 million or more are referred to as -'
"Top-Scale."

Other sources frequently refer to.the "largesX"
farms (sales of 4100,000 or moors) as "large-scale" '-

farming.

Washington, D.C. 20250 a March 1970

ti
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SUMMARY

In 1964, 31;401 farms with product *ales of $100;000 or more ac-
counted fOr 24 percent of all farm product sales. Of these largelit.U.S.
feria, 919 had sales of $1 million or more, or 7 percent ofvall sales,
In 1959,'only 19,979 fermi had salesAcf.$100,000 or mope, and 408 farms
had sales of $1-million or more-- accounting for l&percent and 4 percentof all farm. sales.

The importance of these largest farms is especially pronounced inthe West. In 1964, while farms with product sales of $100,000 pr more
accounted, for 12 per-cent of all farm product sales in the North and 24
percent in the South, they accounted for .53, percent in the West (see
map on page iv),

. 'The concentration of a relatively small number
Of large farm" in the West is evidenced by.the fact that 524 farm! with
product sales of $1 million nr,mbre-0.2 percent of all farm' in the
West--accounted fOr more than a fifth of all farm product sales in thatpart of the country. Farms of this size accounted for :5 percent of all
-,farm product sale" in the South and only 2 percent in the Borth.

Poultry and other meat-producing farms accounted for 42 percent of
all farme with $100,000 or more of sales and for 47 percent of theirmarketing', Within this sales group, meat-producing farms accounted for
54 percent of all farms with sales of. $1 million or more, and 59 percentof their marketing's. -

Farms with sales of $100,000 or more had 121 Million acres Of land--11 percent of total farmland. This acreage wis mostly in grating_land----
66 percentfollowed by 24 percent in cropland and 7 percent in woodland.

Operators on the largest faMas are about the same age as those on
/her commercial farms, but they have a higher. educational attainment.

Farms with sales of $100,000 or more are predominantly operatedwith hired labor. However, in smite parts of the country, such as in the
Corn Belt and the Lake States regions, many of these farms are family-
operated: In California in 1964, only 4 percent of all sales by these
largest farms came from family-operated units, but in Iowa this propor-
tion was 45 percent.

These largest farms have a greater technical efficiency than smaller
farms, as measured, by ratios such as acres harvested per machine, yield
per acre, and output per animal'. RoUever, the ratio, purchased input*
per. unit of output, for the largest farms is much greater than for
smaller firms. .
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.

pm 314000 LARGEST FARMS

by

WO. Nikolitch, AgricOltural Eco omist
Term Production Ecomemps_Divi ion

INERODUCTIONr

had
lAg . farms with annual se/e of $100 , 00' or more of farm products

efage marketing* of $272,000 in.1964. In that real, more than
31,000' farms were in that size class. The farm are small businesses
compared with firms in most other commOdit - producing industries. How-
ever, they are the largest in the farm Soo omy

The aim of this report. is to determine the relative position.and
recent trends of the largest farms ill American agriculture. Mrs -speci-
fically, the report will describe their type. of dhterprise, their pro-
duction resources, the type of land tenure under which the farms are
operated', the farm operators, the portion of farms that are family-
operated, and how efficiently the largestfarm use their productiori
resources. This analysis, it is hoped, will contribute to a better
understanding of the largest forgo in U.S. agriculture and mao. alio help
to answer questions often asked about large-scale farming. For example,.
what is the real problem if any, presented by big forms? Do they tend
to dominate the farming industry? Is large -scale farming necessary on
certain types of farms for economic efficiency?,

RELAWVE SALES POSITION OF Tlig/T/RGEST FARMS

In 19,979 farms with salsa of $100,000 or more accounted for
0.5 percent of all firms and more than 16 percent of total farm market-
ing.. By 1964 the number of such farms had increased considerably. In
that year, 31,401 farms--abOut 1 percent of all farms...had sales of
$100,000 or more And accountedlor Almost a fourth of total farm market,
ings. The number of-farms and value of sales expanded for all sales
cl The number of farms with sales of $1 million or more increased
from 408 in 1959 to 919 in 1964, accounting for 4.2 percent of all farm
products sold in 1959, compared with 6.8 percent in 1964 (table1). The
importance of these farms varies greatly by business size of farm (ex-
plained below) and by region.

gusinese Size

On the basis of gross sales, all Census-reported farms were classi-
fied into four size groups for this report. The first group includes
the largest farms, with annual sales of $100,000 or More. The second
group consists oflarge farms with annual sales of $20,000 to $99,999.
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The third grou is composed of medium-sized farms, with annual sales:of
$5,000 to $19 99. The,fourth group, email farms, includes all farms
with sales of leis than $5,000. These terms are small commercial units
that provide inadequate employment for farm operators and incomelor
their familiestor they are part-time and part-retirement units.li

Changes,in'size-in these four groups from 1959 to 1964 indicate a
continuing tfend toward fewer and larger commercial farms. Medium- and
large-sized farms, in'1964, still accounted for the largest part of farm
sales (68 percent), current farm operating expenses (62 percent), and
farm real estate value (65'percent) (table 2).

Four additional observations are relevant for erstanding the
measurement of farm size by gross sales and the economic importance of
farms in different size sectors.

,.

Measurements between Time Periods

vr Some economists have indicated problems in using gross sales as a
measure of size. For example, Mighell points out that "the usual com-
parisons of numbers of farms by economic classes between two periods in

. whicb.tHere has been a general growth in size, seem to imply a fester
rate of growth on the part of large farms than is actually the case.
This is because a fixed set of sales classes cuts differ& sectors of
the frequency distribution approftiate to each period.4 Using Lorenz
curve analysis, he avoided the bias'and found that gross sales per farm
increased only sli tly more in the higher percentiles.24 The author
of the present s is not a critic of gross sales as measure of
farm size.3/

'rini__terfirml)fraPrormAlucts

Increasing specialization among farmers,lis is well known, ia asso-
ciated with a considerable increase in purchased inputs needed for farm
production. What is not so often tWought of is that this increasing
specialization is associated also with an increasing degree of interfarm'
sales of farm products. That is, more and more farm products tn.their,
different processing stages are traded successively to different forme,
mostly by dealers but also among farmers, before these products go to
nonfarm markets. Thus, the amount of interfarm trade inflates consider-
ably the reported value of gross sales by any group of farms, especially
livestock farms. The extent of this inflation equals the cost of acri. '

cultural products paid to the farmer originally producing these products

1/ Part-time and Part-retirement units are small noncommercial farms
wieE less than $2,500 of farm products 'sold annually, and they are mor
residential than productive farms. Nonfarm occupations 140 the main so ce
of income on part-time units, and various retirement; benefits, as well at 4
nonfarm occupations, are the main source of income on part-retirement units.

2/ Ronald L. Mighell, paper given at annual meeting, American Associa,
tion of Agricultural Economists, University of Kentucky, Aug. 19.23, 1969.

. 3/ See this report, section on business size of farms, and Radoje
Nikplitch and Dean E. McKee, "The ContribUtion of the Economic Classifi-
cation of Farms to the Understanding of American Agriculture," Jour. of
Farm Econ., Vol. 47, No. 5, Dec. 1965, pp. 1545-1554.
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and is reflected in gross sales of the farmer buying the prodUcts. In.
forsation Is not available to determine exactly when and in what form
farm products bought from other farms were resold to nonfarm markets.
However, that part of ;the cost of such purchases paid to original pro.
ducers on the selling farms provides a good indication of the proportion
of inter arm sales included by farmers in reports of their total gross
sales.

Interfarm trade- increases with the size of farm. In 1964, such
trade amounted to 27 percent of gross sales for farms with $100,000 or
more of sales, and 36 percent for the 919 units with sales of $1 aillion
or more (app. table 1).

BUsiness Size of Farms .

It

Interfarm trade can measure fairly accurately the overestimation of
'net agricultural production on farms as. a group. The Nation's largest
farms have produced considerably fewer farm products in a value-added
sense than would usually be estimated from their gross sales. But this:
fact does not lessen their economic importance or business size in other
respects. The importance and size of a business is deterained by the
value of its purchased and nonpurchaaed inputs, as.well as by the value
of its output. Buying and selling; as well as managing and working, are
all important economic, activities and together shape the size and the
economic importance of busineis. For example, in a value- .added serve,
cattle feedlots have relatively little net agricultural production. How
ever, as "buyers" of steers and feed and as "sellers" of large numbers
of fed cattle, they influence and greatly control the supply marketings,
and quality of these farm products in i given region, if not nationally.
Thus, the value of net agricultural production-of large feedlots (capa-
city of 1,000 head or more) was estimated to have been less than $99
million in 1964, or only 7.3 percent of the value of all cattle slaugh-
tered in that year. But it was also estimated that such large feedlots
accounted for a fifth of the total 'marketing of all cattle.foW slaughter
(app. table 2). '

Small Units

Units with less than $5,000 of sal-el are probably,not the farms of
the future. But they continue to be an important part of the farm
economy. In 1964; 1.8 million small farms-had sales under$5,000.
Together,.these farms sold $2.8 billion of farm products-.8 percent of
total nationwide sales--and accounted for 23 percent of total farm reel
estate value, and 9 percent of`the main purchased farm production in.
puts:4/ More than 52 percent (about .6 million people) of the total farm
'population lived on these bill units-, where farming is mostly apart-
time occupation and a secondaryisource of family livellhood.5/ However,
in 1964, total value of marketings of small farms was higher than that
for the few farms with sales of $1 million or more. The economic and
'octal significance of these aspect!! of U.S. farming organization can
hardly be overestimated.

4/ In 1964, small farms accounted for (by value) 8 percent of all
corn produced, 9 percent of wheat, 25 percent of tobacco, 5 percent of
milk sold and 9 percent of all cattle and calves sold..

5/ 1964 Census of Agriculture, Vol. 2, Ch. 6, table 15, p; 641.
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Regional Differences

The economic importance of lerge-scale farming differs- giliatly by
geographic regions. Forms with sales eC $100,000 or more accounted for
12 percent of total 1964 farm marketing. in the NOrth, 24 percent in the
South, and 53 percent in the'West. These differences are even more pro-
nounced for farms with sales of $1 million or more. In 1964, such farms
accounted for only 2 percent of total farm marketing. in the North and
5 percent in the South. However, in.the West, the 524 topscile far*.
accounted for 20 percent of all farm sales there (see map on 'inside `

cover and app. table 3).

A more complete regional .analysis is possible for the Nation's
largest farms when they are considered as one grogp. They are concem;.,
traced in the Pacific, Mountain,and Southern Plains regions sod in each
region have a different economic importance. In 1964, farms with sale'
of $100,000 or more accounted for 59 percent of all farm sales in the
Pacific region and 35 to 40,percent in the Mountain and Southeast re-
gone, but less than 10 percent in the Lake States, Corn Belt, and
Appile6hian regions (table 3).

The economic importance of these farms differs even more by indivi-
dual States.' California alone had 22'percent of the total number and 28
percent of the total sales.

L./

Average 1964 sales were highest in Arizona, Florida, and California.-
$436,000, $406,000, and $342,000 respectively. They were only about
$200,000 in all States in the Corn Belt and Lake_Stetes regions (app.
table 9.

Measuring the economic importance oS.a farm business by the value of.'
its .ales, we can separate States into three broad categories: States
where marketing. 14 farms with sales of $100,000 or more accounted for
more than 50 percent of the value of all farm products sold, States
where this proportion ranged from more than 20 percent to 49.9 percent,
and States where such marketings accounted for less than 20 percent of
all farm products sold.

Arizona, Californii, and Florida are the States where the economic
importance of large-scale farming is the greatest. In Arizona, farms
with 1964 sales of $100,000 or more accounted for 13 percent of all the
State's farMls and 78 percent of all farm products sold. In both Cali-
fornia and Florida, these largest units accounted for 7 percent of all
farms in these States and for 69 percent of all sales. In both the
Lake States and the Corn Belt regions, by contrast, the largest farms
accountedor only about 5 percent of all farms and for less than 10
percent of 41 farm =lea (fig. 1).

The e Onomi:nim:trn= St:1:::::trf::::R:::818e. also by type of
'farm, and ithin the types by region, source of sales, and specializa-
tion of pr duction.(

.

Cotton, poultry, and other meat-producing livestock farms (includ-
ing ranches) account for most large-scale farms. In 1964,' these type,
of farms constituted more than half of all the largest farms (53 percent)

6
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SALES IT THE LARGEST FARMS AS A
PER9MTAGE OF TOTAL FARM SALES, ltir

Ealmo.Apvilx,
El 2040%

Unihri S1610130) E 24.2% EZIInt th0 36%
tv...v.v.mg;:rxr ..................

C .....Wit 47 4,4,31. 140/414, 1/114., UM,

Pigpre 1

and more than half of their sales (56 percent). Vegetable, fruit, and
other meat-producing livestock farms (including ranches), on the other
hand, accounted for about two-thirds of all farms with sales of $1 mil-
lion or more (64 percent) and for two-thirds of their sales (68 percent)
(app, table 5).

Although few in number, farms with sales of $1 million pr more are
economically important in most type* of farms. In 1964, the Wtopscale
vegetable farms accounted for 23 percent of the sales of the Nation's
23,207 commercial vegetable farMs. The 68 topscale field ,crop farms
(other than cash-grain, tobacco, and cotton farms) with $1 million or
more sales, accounted for 16 percent of sales from the Nation's 35,130
commercial field crop farms. The 322 topscale livestock farms (other
than poultry farms, dairy farms, and ranches) accounted for 11 percent
of all sales by the 514,529 commercial livestock farms. The 81 topscale
ranches accounted for 20 percent of all sales by the 66,282 commercial
ranches. The 48 topscale miscellaneous farms accounted for 8 percent of
all sales by the 78 528 commercial miscellaneous farms. The sales pro-
portions by units with sales of'$1 million or more were.considerably
smaller for the topscale cash-grain and dairy farms (table 4).

Two additional observations concerning the number and sales of farms
with sales of $100,000 or more are relevant here. Changes over time in
the number of these farms varied greatly by type of farm. From 1959 to
19644 the largest farms of the field crop and poultry farm types in-
creased in number at a fast rate. The rate was slower for the largest
cotton, fruit, and dairy farms,(app. table 6).
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Average sales of the laigeSt farm$ also differ by type of farm.
Those in the tobacco; vegetable, fruit, and meat- producing livestOck
groupS ha4 th07.highest average annual sales. The largest cAsft,grain
and dAiry'farmshad lower average sales. The largest cotton and.other
field crop farms had higher average salesthan did the largest tobacco,
vegetable, and fruit farms. For the 919 topscale farms (sales of $1
milliOn or more), livestock ranches and Other field crop farms had the
latgest average annual sales

t
(app. table 7)., '

Geographic Regions

In 1964. farmS With sales of $100,000 or more were slightly more
numerous in the West than in the South, and slightly more numerous in

. the Sputh than in the North (table 5). The largest vegetable, fruit,
'dairy, and general farms, 413-umll as the largest livestock ranches,
were cOncentratedn the West; and the largest Cash-grain, tobacco,
cotton, and poultry farms, in the South. Livestock and field crop'.
farms, as Well as miscellaneous farms, occurred mostly in the North.

The 91i,farMs with salon of million or more have a somewhat dif-
ferent geogfhphic distribution by t pe.of farm. Except for tobacco,
miscellaneous, fruit, and poultry farms, topscale farms were centered #k
the West in 1964. Topscale tobacco and miscellaneous farms were mainly.
in the North. Fruit and poultry farms of this size were most numerous
in the South. In 1964, the NOrthhadenly 18 percent of all topscale
fatsul and accounted for only 15 percent of total marketings from this
size clahs (table 5 and app. table 8).

The dbminance of the largest farm'In the West is.evident for all
types of farme'in that eirt of the country, but is especially Pro
nounced for vegetable, cotton, other field crop, podltry, and other
livestock farms (table 6 and app, tables 9, 10, and 11).

The size of these latgest farms by type of farm also differs by
regions. Generally, -thee farms are larger in the West and South than
in the North (App. table 12).

The Source of Sales

7 An increasing amount of farm products are marketed from the largest
farms. But these increases vary greatly depending on the kind of
products marketed. For example, the largest farms'share of vegetables
sold increased from 49.percent in 1959 to 61 percent in 1964; for fruits
and nuts, their share increased from 31 to 46 percent; for poultry and
'poultry products, from l7 to 35 percent; and dairy products, only from 7
c,9 11 percent (table 7).

Marketings by the largest farm's, increased as a proportion of all
Sales especially rapidly, for eggs d potatoes. But the increase is
also considerable for many other dibmodittes (app. table13).

In 1964, more than half of all cattle fattened on grain and concen-
trates came from farms with sales of $100,000 or. more. The largest
farms accounted also for 61 percenr,of vegetables sold, 58 percent of
,turkeys raised, 46 percent of acreage-in Irish potatoes, 37 percent Of-
acreage in rice, 32 percent of land in orchards, and 30 percent of acre.;
age in sugarbeets. Their share in other farm products was much smaller.
The largest farms accounted for .only 4 percent of 11010 and pigs sold, 6

.10
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Table leValue of products sold by farms with sales of 6100,000 or more, and
percentsga,their sales are ofall farm sales, by source of sales, 1959 and 1964

.

: Value of sales
Parm'prodUcts'soId by source : =

Pernantage of all
farm sales .

1959 : 1964 : 1959, f 1964

: Million.
; dollars

Million
dollars Percent Percent

Far' product*. .... ... 4,981
. ;

Cropi. . ... 2,386
:

Field crops other than vegetable, 1
fruits, and nuts .. . . .... ...: 1,261

Vegetables.% . 371
0

Fruits sod nuts ....., t 438

Forest products and horticultural :.
specialty products 316

Livesitock and poultry and their

products i
:

2,595

Poultry and poultry products : 396

Dairy products : 2971,".*:
Livestock and livestock products

other than poultry and dairy 1,902

1/8,533

4,007

2,255

601

765

356

4,526

1,082

487

2,957

16.3

17.7

-12.0,

48.9

. 31.0

38.4 It

15.1 .

16.8 .

7.4

17.6

24.2

I 24.4.

17.5

60.9

45.7

43.1

24.0

35.3 .

10.5.

26.5

1/ Does not include income from recreation facilities.

Source: 1964 Census of Agriculture, Vol. I, Ch. 6,.table 15.
r

percent of milk cowl on the farm, 3 percent of the acreage in corn
harvested for grain, and 7 percent of the acreage of soybeans harvested
(table 8).

In 1964, farms with sales of $1 million or more accounted for more
than 27 percent of all fattened cattle sold and 21 percent of all vege-_

tableirsold.--Thasi farrnarvere MOth'laViMpOrtinit-fot-other firm prod..
ucts. However, they all reported a large amount of production. Of top-
scale farms, 426 sold annually an average 12,000 head of fattened cattle.

ai
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For the 200 topscale fprms reporting vegetables sold, .the average was
1,500 acres in harvested vegetables. For broilers, the 32 topscale farms
sold about 3 'million bro

produced an avera 3,400 baler
lers per farm. The 195 topscale farms reporting

iko
cottorvper. farm; 48 topscale farms-aver..
aged 1,200 milk cows;67 pscale farms sold 20,000 sheep and lambs; 17 of
these farts' averaged more-than half a million pounds of tobacco; and.188
topical. farms averaged. 1;800 acres of orchards (table 9).-

Census data show that, in 1964, many of the farms with sales of '`$100,000,or more produced more than one main product, and had considerable
sideline production. 6/ But, however large' in absolute term:, this aide*
line production-represented-only a- smell fraction of the tOtal production
of these farms. As shown below, the 31,401 largest.farms are highly
specialized in their production.

1.-
. .

Specialization of Production

The degree of epecialization of prOduction was measured by the per-
centage that production of the main proddctor products was of total
production. It is evident that production is highly specialized for allsizes of farms. However, the degree of specialization increases'with
the size of farm, except for tobacco, cotton, vegetable, and dairy farms.
In 1964, sales of the main products accounted for more than 90 percent
of total farm sales by most of the largest farms. The lower degree of-
specialization on cotton and especially tobacco farms is due mainly_t
the acreage allotment regulations for these two crops and-to their'.'
exclusive Census classification. In 1964, sales of dairy products`
the largest dairy farms amounted to only 86.6 percent of total farm (sales
by these farms. HOWever if isles of calves--which probably should be
considered one of the main products of dairy farms--are added, the_per-
centage rises abate the 90-Teicent mark. The apparently lower degree oT
specialization on vegetable farms is because many of these farms

igespecially in California) grout potatoes, sugarbeets, and a few other
field crops not clasilLfied by Census as vegetables (table 10).

PRODUCTION RESOURCES ON THE IIRCEST FARMS

The largest farm* are becoming economically more 411/artant not only
through their increasing commercial production, but alsorThrough the
increasing value of their production expenditures, their greater use of
hired labor, by the increasing acreage they opAgilie, and by the increasing
value of their farm equipments Them! incuases Also mean, of course,
that their net production increase, in a ialue-added sense, is less than
their gross sales would suggest.

Purchased Inputs

In 1959, the largest farms accounted for 16 percent of all feed
bought by farmers, and in 1964, this proportion increased to 29 percent.
For the same period, purchases of livestock and poultry increased from
28 to 39 percent, purchased seed from 15'''to'17 percent, purchased fuel
and oil from 8 to 11 percent, expenses for machine hire from 15 to 24
percent, and expenses for hired labor from 30 to 40 percent (table 11).

6/ 1964 Census of Agriculture,,yol. IT, Ch. 6, qi.109.
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Table 10. -.00.0 Oa vain product or prow of products se a porcontaae of total
sales, by type sad use of fern, 1944

Typo of fats

Sales *train product of preup of pre4ucte as a
parcontala of total fern sal*. of-. IF

The limpet
farms 2/ t "tits fat"

Medium-sired '
g farm 2/ : Snail farm 2/
I

Percent %reams Parcoon Percent

Casivqgrain 91.1 14.2 41.5 153
Tobocce .... . ........... ..........: 31.4 73.$ 0.2 134
Cottca 49.9 74.7 77.3 $3.1

Other 11014 crop. ..... .. 93.0 91.3 47.9 $7.0

'Veyetabloo 3/ 443 4 41.7 $0.9 $0.4

Vrait and nut ............ 94.4 4g 44,2 94.1 93.0
Poultry 95.6 92.4 193 $3.7

Dotty 4/ 46.4 77.1 74.0 70.4

0014r livestock farm and tenches": 94.2. 82.0 .77.1 $5.1

1/ Indian reparvatione, institutional larva, and other spacial forgo ars net included.
pars aires are aessured as follows: The Lwow - -salsa of $100,000 or more; larso--420,000

through 499,999; radium-- $5,000 through 4190,1; and snail - -lest that $5.000.
If The lower porcontapn is Macaws may faros (especially in California) prow Potatoes,

euiirbeets, aed other field crops not classified by Census as veletablee.
4/ if the sale of calves is added, the parcontspevould Ma over. 10 portent.

Source: Derived from 1944 Cossue of kariculturo. Vol. 11, Ch. 10, tables -14 asd Vol. It.
Ch. 4, table 16.

41,17

144
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A large proportion of purchased inputs are made on%farms with sales
of $1 million or more. In 1964, these topcale farms accounted for 9
percent of all purchased feed, 16 percent of the value of all livestock
and poultry bought alive, 11 percent of the hired labor wage bill, and
'5 percent of all expenses for machine hire. Proportions of other pur-r
chased inputs by, these farms were much smaller (table 11).

The value of purchased inputs as a proportion of gross sales of farm
products is directly related to size of farm. In 19640 on medium-sized..
farms the value of specified purchased input amounted to 42 percent of
the Value of all farm products sold, on large.farm, 48 percent and on
the largest farms, 60 percent.7/ The proportion of
.purchased inputs by small farms is due to special production conditions
on many part-time and part-retirement farms. On farms with sales of
$1. million or more, specified purchased inputs amounted to 68 percent of
the total sales. This proportion was mostly due to increasing expen.
dit t for purchased feed, livestock, end hired labor (table 12).

Hired Labor

In 1959, the farms with sales of $100,000 or more used about 390,000
min-year of hired labor--30 percent of total hired work used on all
farms; in 1964, they used 440,000 man-year of hired labor--40 percent
of all hired work. Furthermore, the concentration of hired labor on the
largest farmsand their dependence on that labor increases with size of
farm. In 1964, the 919 farms with sales of $1 million or more accounted
for 11 percent of the total hired labor bill on farms. These farms
averaged 130 man-years of hired labor per farm. Included in the man-year
estimate per farm were 86 regular workers with 150 days or more of work
during 1 year (table 13).8/

A classification of all farms by their use of hired labor shows
that an overwhelming majority of farms either do not employ hired labor
at all or employ very lttle hired labor. FamilyJabor is responsible
for most of total farm production'. In 1964, about 50 percent of all farm
had no hired labor and accounted for about a fifth of all farm products
sold. An additional 38 percent used less than one-half man -years of
hired labor .and had 30 percent of total farm marketing. Together, these

' farms without hired labor or with little hired labor constituted 88 per.
cent of all farms and accounted for 50 percent of all farm products sold.
However, not all farms used so little hired,labor. As shown in table 13,
use of hired labor increases directly with the size of farm. Only 2
percent of the largest farms bad no hired labor, and accounted for 1 per-
cent of all sales by the largest farms. But 21 percent had more than 15
man-year of hired labor and accounted for 43 percent of all sales by the
largeit farms (table 14).

71 Specified purchasid inputs are feed, livestock and poultry bought
alive, machine hire, hired labor, seed, fertilizer, fuel, and oil.

8/ For the number of regular workers (working 150 days or more dur-
ing one year) see table 28.
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Table 13.-4/sae bill by side of far., all farms, 1964

Sire of farm in
value of sales

: s
Wage bill

: litigated *an-years
Yarns s t : of hired labor per

Parcel:tags ..
: Value I farm 1/

t
of all farms ;

A11 faros ...: 2/

Humber dollars

2/ 2,770

Percent MWn

84

rf

3,155,679 100.0 0.3

The lariat:it: c s

51,000.000 or more....:
$500,000-4999,999.....:
5200.000 -8499,999... ..:

$100,000 - 6199,999.....:

Total 0000000 OS III," b...:
,

919
1,574
7,7604'

21.148

304
160,

320
339

11.0
5.1
11.5
12.2

130.3'
39.9
16.2
6.3

31,401 1,123 40.5 14.1

Large: s

520,000-899,999 :

1

' Medium:
85,000-819,999.. t

Seallt :

Less than 55,000 i

.

370,411

'971,710

1,782,157

1,021

e

482

144

36.9

17.4

5.2

1.1

le

. ---

1/ pan-years estimated by dividing the wage bill by the cost of cife year of full
el:kW work ty a sale worker.

2/ Indian reservations, institutional fano, and other spacial farms are not included.

Source: Data derived fro* thd"1964 Census of Agriculture, Vol. II, CI. 6. table 15,
and from a special tabulation df the 1964 Census of Agricultural nada available belur.
of Cshaus.
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HIRER LAHR AS A PERCENTAGE OF
TOTAL FARM EXPLOYMENT,1964

w

Mn. Aso it%

510.4 PIN 0% [71 teml,ilma 111.%

....,Oats t is f114 11a..1.i.r. intr. Ma
lb Was's/mitt/ ant,, di, MI. et t 3.72 1.1,.

Figure

The greater use oehired laboc on the largest farms accounts for, to
a great extent, the differences betweeri States in the number of workers
hiked. States where the largest farms were were also States
with'greater proportioni of hired labor on farms (fig. 2). For example,
in Arizona, California, and Florida, the largest farms accounted for 78,
percent 69 percent, and 69 percent of ill farm products sold. The States'
proportions of hired labor employment on farms were 81 percent, 64 per-
cent, and 69 percent. In the Corn Belt- and Lake States regions, where
the eonomic importance of the largest farms was quite modest, the pro-
portion of hired labor employment on farms was, on thetaverage, below
15 percent (fig. 2).9/

Farmland and Acreage Size e.

From 1959 to1964,acreage of farmland increased noticeably on farms
with dales of $20,000 or more (table 15). The increase, however, is due
more to the expanding number of these farm* than to an increase in their
acreage. This explanation is reflected in the decreasing average acreage
per farm. This decrease is reflected also in the fact that production on

9/ For a more comprehensive report on firm labor, see W.L. Sellers
and Eichers, "Farm Labor. Inputs," USDA, ERS, Static. Bu% No. 438,
June 1969.
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'man y of the largest farms is increasingly lase dependent on theland:
Such decreasing dependence is true for farms with cattle feeding,
,broilers, other meat production,. and egg production,.ae well as for'dry-
lot dairy establishments.

Farms with sales of $100,000 or more accounted for abOut'10 percent
of total farmland in both 1959 and 1964. This proportion increased from
5 to 7 percent for cropland. The percentage did not change fokr-woodland,
and.decreased slightly for grazing land (table 15).

Not many of the 31,401 largest farms are extremely large in acreage.
About 60 percent have leas than 1,000 acres, and 3 percent have less than
10 acres (app. table 14). The average acreage of the largest, farms ranges
from 2,770 to 12,121 acres, depending on theitsize in value or sales,
However, the greater part of their- acreage - .ranging from about 60 to 70
percent, consists - -of grazing land; 20 to 28 percent is cropland; and 5 to
10 percent, woodland (table 16).

Farm :Equipment .

The largest' farms do not account for a large percentagaof farm
equiPment. In 1964, they accounted for 5 percent of all motortrucks on
farms, 4 percent of all tractors other than garden tractors (but 14 per-
cent of crawler tractors), and 3 percent of field forage harveatera,
(table 17).

However, merely counting numbers is an incomplete measurement. This
kind of measure does not shaW the importance of such equipment on the
largest farms. Their machines and equipment are larger and technically
more efficient thanhose on other farms (table 28).

LAND TENURE ON THE :LARGEST FARMS

The pattern of tenure under which farmland is operatedthe land
tenure - -is not changing significantly, but this pattern differs by sire
of farm: However, the tenure under which farm opetators are controlling
their land--the tenure of farm operator-,is changing more significantly,
both over time and by size of farm.

Tenure Under Which Land Is Operated

All the technical and economic changes in farming do.not appear to
be altiaging the traditional land tenure pattern. 10/ From 1944 to 1964,
the proportion of land operated under ownership,i7ntal, and paid.manageT
ment did not change significantly. Throughout this period, about 55 per-
cent of the land in farms was operated by owners, 35 percent, by renters,
and about 10 percent, by paid managers (app. table.15).

On the farms with sales of $100,000 or more, the land tenure pattern
differs slightly- -with less land under ownership and more under rental
and paid management. A difference in land tenure depending on the size

10/ We are speaking here of the tenurd'uuder which farmland
'operated, disregarding the,composition of operating units. For example,
in a part-owner-farm, part of the landAs' owned by the operator, and
another part is rented.
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Table 14,7-Amount and Specified use of farmland on fares with gales of $100,000 or more, 1964

cite of fa'reln
valua'of sales

1
. farmland ; Percentage of farm/and in-- 1/

:*.

:

; tarsi :

: : Amount
:

1,000

:Number acres

$l,000,000 or mars..: 919 11,139-

$500,000- $999,999.,.: 1,574 13,162
4200,000 -$499,999...: 7760 31,150
100,000-$199,999...; 21,148 50,590

' :131,441 121,021

' As percentage ' i've*g* '
. : Pasts:rebind

:
of US total ! per

faro : Cropland : Woodland : except cropland
. .

1 end woodland 2/

.

.

Percent Acrea Percent Percent

!::::':1.0 12,121 27.6 4.5
- 1.2 0,362 19,7 61,0

3.4 21,1 5.9 70.6

$ 5.1 2,770 26.0 7.4 64.4

711.9. 3,154 23.9 6.9 66.5

I/ Acreage. for farmland usage does not add to 100 percent. The difference is accounted for by dcres
in Rouies, Tots, road', and wasteland, which are not included.

2/ Mostly grating land.

Source: Data derived from a special tabulation of the 1964 Census of Agriculture made available by
Sur. of Census.

'Table 17,..-Parm eguippent,_on felts with salsa of $100,000 or more Se a percentage-of specified,.
equipment. on all fates, by specified sign,:1964 .

Perm equipment
All

fares '

Total ! $1,000,000 ! momo- ! $200,000. f $100P00-
; or more ; 4919,999 ; 1499,999 : $199,999

pans with sales of $100,000 or sore

: Thoussnds Percent 'Percent Percent Percent Percent

2.4

5,0

1,9

1.0

I NA

NA

NA

NA Not available.

Motortruck:: 3,030 4.1 0,6 0.5 :1.3

Tractors excluding garden..........: 4,787 3.8 ' 073 0.3 1,1 2.1
:

Crawler tractors.................. 196 13.8 2.4 1.4 4.2

Wheel tractors
:

4,6.91 -3.4 0.2 0.3 1.0

,Crain combines 910 2.3 0.1 410.1 0.1
: a

Cornpicker. 690 1.2 NA NA NA

Pitkup balers 751- 1.5 NA NA NA

Yield forage harvesters '316 3.4- NA NA NA

Source: Data derived from a special tabulation of the 1964 Census of Agriculture made available by
`lur. of Census.
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of the largest farms is noticeable on farms with sales of $500,000 to
.

$999,999. both the proportions of land under ownership and rental were
smaller--46 percent and 30 percent--and the proportion of land under paid
management was the largest--24 percent (table 18),,

Tenure of Farm Operators

The proportion of farms operated by tenants decreased from 1959 to
1964, and the proportion operated by part owners increased. The propor-
tion operated by full owners and paid-managers did not change much. On
the largest farms, the percentage operated by full and part owners in-
creased slightly, and the percentage operated by tenants and paid tanagers
decreased slightly.

However, the tenure of farm operators differs greatly by 41.24 of
farm. In 1964, the pattern of these difference* was clearly outlined.
The proportion of farms operated by full owners and tenants decreased
as the size of farm increased. The proportion of part owners, on the
contra , increased until the size of farm with sales of $200,000 was
reache , but decreased 'on farms above that size. The proportion of farts
under pa management increased from 0.4 percent of all medium-sited
farms to 4 percent of all farm* with sales of $1 million or more
(table 19). 11/

OPERATORS ON THE LARGEST FARMS

The characteristics of operators on. the largest farms differ from
-

those of operators on smaller farms.,,Igperators of the largist fart*
tend to be less involved in off-Tarim , to rely more on farm income,
but a larger proportion of them do no eside on:the farm. They do not
differ much by age, but have a higher e ucations&Tainment than oper .
ators of smaller farm's.

\
Off-FarmWork

.

The percentage bf operators reporting off - formwork 'has not changed
much in recent years. It was 45 percent in 1959 and 46 percent in 1964..
The proportion of operators reporting 200 or more days of off- farmwork
increased from 24 to 26 percent during that period. However, the per-
centage offterators reporting off-farmwork is loWer on larger farms.
This is especially true for operators reporting 200 or more daysof
off - formwork.

. . -.
In 1964, on medium-sized farms, about 36 percent of all operators

reported of&farmwork, and 12 percent reported 200or more days of such
work. On the largest farms, these proportions were 16 and 8 percent
(table 20).

Operators' off-farmwork is practically all in nonfarm jobs A
Small amount of work was done by farmers on farms other than their own.

11/ Because of the special structure of their many residential farms,
full owners predominated on small farms. This fact greatly biases their
comparability with other farms.
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Table 14.-7Tenure under which farmland is operated om farms wit
salei of $100,000 or more, 1464 .

Percentage of farmland operated under--
Size of farm in

Total
ndla

value of *ales
farm

2 Paid
: acreage : Ownership : Mental :

*anemone
. 1

: Million
:. acres

All.fario.with.sales of: ..

6100,000 or mort..'.... ... . ... : 121 49 39 12

$1,000,000 or more, 11 51 36 13

$50:40004999,999 f .1.3 46 . 30 , 24
* 6200,0004499,999 38 48 41 11

$100,0004199:999..."*."'": 59 50 40 10

Source: Data derived from a special tabulation of the 1964 Census of Agriculture
leads available by lur. of Census.

4

On all Sizes of farms, nonfarm jobs accounted for.more than 90 percent
of total work done by Operators outside their farms (table 21).

The percentage of operators reporting off-farm jobs on the largest
farms and the time they spent an those jobs differs by State. However,
in all States, operators on larger farms tend to spend less time on
off4Srmjobs than do operators on smaller farms.12/

Off.Farm Income

Dependence of the farm population on off-farm income is not a new
development, but from 1947 to1967, this dependance increased. Income
from off,farm sources in the first few years after World War II accounted
for about 32 percent of total personal income of the farm population' in
l967, such income was estimated to have accounted for 42 percent.13/P

The importance of income from off-farm sources declines as the size
of farm increases.. Thus. in 1964, on small farms, 89 percent ofthe
operators reported household off.4arm income; on medium-sized farms,

12/ For more detailed information on the nonfarmwork of operators
of Mms with sales of 8100,000 or more see app. table 16; for opera-
tors of all farms and members of their households, see app. table 17.

13/ USDA, VS,. Farm Income Situation 211, July 1968, table 5H,
p 41/
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Table 21. - -Monet and percentage distribution of Operators off-ferm;ork on
nonfarm Jobs, by sise of farm, 1964

,bays worked All :
Sirs of fare 2/

farms 1/
; Largest Large Medium : Small

On another farm 10,357.458 28,343 638,338 2,47,06 7,210,871

At nonfarm jobs .... . . 239 450 675 720 135 it 385 713 39.$27 779 190 417 048

Total. ..; 249,808,133 748,478 9,024,051 42,407.685 197,627,919.

: .........--- ...... --Percent

On another farm 4.1 3.8 7.1 5.8

At nonfarm jobs : 95.9 96.2 92.9 94.2

Total.... ...... 100.0 100.0 100.0 100.0

V/M,O*41/4/04 4/,

3.6

96.4

100.0

I/ Indian reservations, inititut/coal farms, and other special farsui are not
included.

2/ form,sixes are measured se follows! The largest -- $100,000 or more! largo-- $20,000
through $99,999; medium-45,000 through $19,999; and smell--lass than $5,000.

Source: 1964 Census of Agriculture, Vol. II, Ch. 6, tables 15 and 16.

4 percent; on large farms, 67 percent; end on the largest farms, Drily
57 percent.

Differences in the importance of off-farm income, depending on thesize of farm, can be indicated by comparing off-farm income with farmmerketings. Off-farm income seems to be by far the main source of
livelihood for faiilies living on 'dual farms. This proportion is duemostly to the large number of part-time and part-retirement units moonssmall farms. .0ff-firm income equalled 23 percen of farm marketing, on
medium-sized farms, 7 percent on large farms, and ems than 2 percent on
the largest Arms 1(table 22).. The significance o off-farm income,however, is greater than that indicated by its coup rison with farmmarketing*. Usually, off-farm income is more nearly net income than thatfrom sales of farm products.

Sources of off.farm income for all members of operators' householdsalso vary by size of farm. The main sources of off-farm income on medium -
and small -sized farms are wages and salaries from nonfarm jobs. Off-farmincome on larger farms comes primarily from Government payments, rent of .farm and nonfarm property, interest, dividends, and similar sources(app. table 18).14/

14/ For more information, see 1964 Census of Agriculture, Vol. 3,
part-1,-table 6, p. 22.

5

31



3207

Table 22. - -Off -farm income of ell persons in farm operator hcasesholis as a
percentage of farm salmis, by miss of farm. 1964

Size of farm in
value of galas 1/::

Operator households

Total

! Percentage farm
reporting : sales

: oft -farm

income ;

Off-farmdooms of : Off-fern income
: me a percentage

operator
: of form sales. households

1,000 1,000
s Number Percent dollars dollars Percuat

Largest.. 31,401 57.4 8,5311,811 144,013 1.7
Large. 370,411 67.4 13,587,753 ' 986,305 7.3
/4odium ... 971,710 73.8 10,267,240 2,392,922 23.3
Small 1.782,157 . 118.5 2 753 891 4 522 434 2/236.11

All farm 3/...; 3,155,679 81.2 35,147,695 10,047,694 28.6

1/ Yarn sizes are measured se follows: The lambast. -0100,000 or mars; large-420;000
thi-Ough $99,999; medium -- $5,000 through $19,999; and .mall -.lee. than 65,000..

....

2/ The high off-farm income percentage of farm sales ls due to the great number of
pair-time end residential forme that had only insignificant farm production.

3/ Indian reservation*, institutional farms, and other special farms are not included.

Source: 1964 Census of Agriculture General Deport, Vol. II, Ch. 4, tables 15 and 16,
pp. 642 and 658.

Off-farm income of -operators' households varies by States. For all
operators and for operators only on the largest farms, such income getukt-
ally texts to be smalTer in the Middle Atlantic, Lake States, and Corn
Nat legions than in the rest of the-country and to be 13geet in the
Southern Plains (app. tables 17 and 19).

Residence on Farm

Higher speciaIieseion of firm production and greatly extended trans-
portation facilities have .increasingly enabled farmers to live away from
their farms all or most of the year. The proportion of farmers living
on their farms has decreased in recent decades'. In 1950, 95 percent of
all farm operators lived on farms; in 1964, this proportion was 90.5percent.21/

The proportion of operatlors residing on farm' was lower on larger
farms. While this proportion'wes 76 percent on farms with sales of
$locymo to $199,999, it was only 42 percent on farms with sales of $1
million or more (table 23).

For the largest farms in their individual group's, no dat arm avail-able State on the operator's farm residence, Jut-an analy is of the
largest farms as a whole shows, that the proportion of farms s not residing

15/ 1964 Census of Agriculture, Vol. 2, Ch. 5, p. 513.
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TnIo1s,23.,Operstore oa farms with sales of $100,000 or sore reporting
residence en or off their farm., 1964

Operators reporting
as to : Operators : Operators re rting 4

residence on fora " not 2 lubleaca on r
reporting : faro as percentage

Not co farm On farm : of operators reporting

Sire of farm in
value of sales

Number Number Number Partrat

$1,000,000 or more 473 340 . 106 41.8
711 751 112 51.4

$200,000-$499,999.......: 2;562 4,685 313 65.64,015227 365 76.4
Total ...... 6,612 21,693 1,096 71.6
U.S. total...........: 290,971 2,773,815 .93,0i1 90.5

Source: Derived from a special tabulation of the 1964 Census of Agriculture made
available by Sur. of Census.

On. firms differs greatly by State. For example, in 1964, farmers not
residing on their farms accounted for 6-percent of all farm operators in
Iowa, 17 percent in California, and more than 24 percent in Florida
(fig. 3).

Age of Operator

Except for small farms, no signOicant difference is found in the
age of farm operators by size of farm. In 1964, the average age on small
farms was 52 years. This relatively high age is due to the absence of
young and middle-aged farmers on these units. More than half the opera.' ,
tors on small farms were over35,.and among these, 360,000 were part.ro.
tired, with an average age of 71 years.16/ The average age for other
sizes of farms ranged from 46 on large firms to 49 on farms with sales
of $1 million-or more. Farm operators between 35 and 54 accounted for 0the bulk of farmers on all sizes of farms, except on small units. -On
the largest fame, the proportions of farmers under 25 and over 55 was
somewhat smaller than on mediva.sized farms (table 24).

The average age of operators on the largest farms differs slightly
by type .of.farm. In 1964, the age was lowest (46) on the largest
cash. grain, cotton, and poultry farm* and the largest-livestock ranches,
and highest (50) on the largest fruit, livestock (other than poultry and
dairy), and miscellaneous farms (table 25)..

1¢./ R. Nikolitch, "A Comparison of Age Levels- of Farmers and Other
SeIE;EMployed Persons," USDA, ERS, Agr. Econ. Rpt. No. 125,-Nov. 1967.
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Table 25.--Estioated average ago of fan operators on fared with sales
of $100,000 or more, by typo of fare. 2964

Type of. -fen Average age of operator

Cash - grain......... 46
Tobacco 49
Cotton. 00000 46
Other field crops 47
Vegetable 47
Fruit and nut 50
Poultry 46
Dairy

.

47
ttvestotk tanches............ ..... .........: 46
Other livestock............ 50

00000 47
Discellaneoue........... VO04,1004. 50

Source: Estimated on the besie of data on distribution of operators by eg , 1964
Census of Agriculture, Vol. 2, Ch. 6, table 16, pp. 656 and,657.

The average ago of farm operators on farms with sales of u40,000
or more differs also by State and region. The age is highest in New
England, West Virginia, Wyoming, Florida, Montana, and Hawaii, and lowest
in the Lake States, Corn Belt, and Northern Plains (fig. 4).17/

Educational Attainment

Farmers' educational attainment seems to be related to farm site.
The proportion of operators with education is greatest on smaller fe
In 1964, operators with 8 years of school or less accounted for 56 per-
cent of all operators on small farms, 45 percent on medium-sized farms,
and 28 percent on large farms, but only 20 percent on the largest farms.
On the other hand, operators with 4 years of college accounted for 4
percent of all operators on both small and medium-sized farms and 7 per-
cent on large farms, but 17,percent on the largest farms (table 26).

In 1964, the average. level of schooling for all farmers was 11 years
for operators under 35, 10:2 for operators between 35 and 44, 9.4 years
for those between 45 and. 54, 8.7 for those between 55 and 64, and 8.1
for operators 65 and over. But the fact that younger farmers had more
education could not explain that those working on farms above the medium-
size had the highest educational attainmento As shown in table 24,
operators on larger farms are not younger than those on smaller Arms.

..Neither could a comparison by States, age, and educational attairmint of
'-operators, on commercial farms explain the difference in educational
attainment (app. table 20).

17/ 'For regional differences in average age of operators, seer
app. tablejth
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FARM OPERATORS NOT RESIDING ON FARM OPERATED
AS A PERCENTAGE OF ALL FARM OPERATORS, 1964

sf 114'

8.10. I .M11411.

t... I,. RI%

rJ10.211%

Unit*II $W*. (50) 9.2% CP" 15.5 55%

10. C. 00. 0 C37.1 .0.0* 08,11

Figure 3 .

ESTIMATED AVERAGE AGE OF OPERATORS

ON THE LARGEST FARMS, 1964*

0°1 Vt.
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Irsol IP)
0411 11,

unimi ism 47% Ej4117.1n 11
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FAMILY'FARMS

Though the total number of farms.-was reduced markedly from 1949 to
1964, the proportion that were family farms remained about the same in
that period, and their share of marketings changed little. 18/ In 1964,
family farms accounted for 95 percent of.all farms and 64 percent of the
value of all firm produAs sold. Measured in constant dollars, these
proportions were95 and 69 pertent in:1959, and 95 and 63 percent-in
1949. ' -

An analysis' by size of farm from 1959 to 3964 shows'that.fhe pro-
portions of family farms and their marketings increased for all farm
sizes, including the argest farms. In 1959, 11 percent of. these farms
Were family farms, accounting for 7 percent of total sales of-the largest
farms. In 1964, 14.5 percent of the largest farms were family farms,
accounting for 8:4 percent of total sales by the largest farms.

. .

The proportions of the numbe and sales of family- operated faFms did
not change significantly on small-sized farms. Largy family farms ex,
panded'considerably from 1959 to 1964 (table 27). ".

.The economic importance of family farms varies greatly by State and
regicin. Family farms are most dominant in the North Central part ofthe
country, as well as in some of the Middle Atlantic and South Central:.
States. In California Texas, Florida, and a:few other States, on the'
contrary, family far provide less than half;Of total,farm sales (app.
table 21).

The importance of family farms among theAargeseTarms also varies
'greatly by State. This pattern generally, follows the pattern of State
and regional differences for all family-operate&farmasee app.table
21). Thus, in Iowa, where family-operateclunitaacCoueted for 91 per>
cent of all farm marketings in 1964, family-operated farms provided more',
than 45 percent of total marketings by. the largest farms. In. California,'

. an the contrary, where family- ,operated units accounted ,for=only 21 per-
cent. of all farm marketings, family-operated units'accounted for less:
tlian 4 Icent of total marketings by the:largest fano. .(fig. 5).

Rapid increases in farm technology have increased the quantity of
land and other inputs a man can handle per unit of time. In turn, tech-
nological changes have greatly expanded the size.of a farm business that
can be operated by a family. The economic importance of family-operated
Units among the largest farms, in thgreater part of the:United States,
;indicates the CaOacity,of operators to adjust their family operations to
large-scble farming. :

, 18/Z.The essential characteristic of "a family farm is not'found in
the lirze of its saies,.aereage, or capital investment,.butjn the degree
to which pradactive,effort and its reward.are vested in the faMily. The
family farm is an agricultural business in which the operator is a
risk-taking manager who; with his family, doei more than half. of the film
work. Statistical information on hired labor is ample and adequate, but

4* very little dataois available on operator and family labor. However, the
family labor supply on the average farm is,estimated.ta be about 1.5
man-year . To haVe a convenient working definition, we classifyRbrms
not usin lared,panagement and using less than 1.5 man-years of hired
labor 4w ii9:farms,'and thane using more than 1,5 man-years of hired
labor or fte&management or both as larger-than-family. farms.
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Table 27.,-Number and of family farms and larger-than-family farms as a
.percentage of total for all farms, by time of farm, 1959 and 1964 If

Number of fares as a Sales as a percentage
percentage; of total of total

Site of f ran 2/

'
.Family
fares. 3/

Larger-than-
: family fax* 3/

.

:

farms

.

:

3/

1959:
e Teen t

Largest........ ....: 10.5 89.2 7.0

Large . 68.0 32.0 .60.8

95.8 4.2 94.3
... .... 99,7 0.3 99.5

Total 95.5 4.5 69.6

1964:

Largest... ..... . . ...: 14.5 85,5 r , 8.4

74.8 25.2 ' 67.9

Medium 97.0 3.0 . 96.5

Small........,...,...:, 99.8 0.2 '19.7

Total 95.1 4.9 .. 64.6

Larger-than-
family farms 3/

93.0*

39.2

5.7

.30.4

91.6

32.1

3.5-

0.3

35.4

1/ Alaska and Hawaii are not included. !Indian reservations, institutional farms,
and-other special fared are:alao not included.

2/ Farm sizes are measured as follows: The largest--$106,000 or Are; large- $20,000
thiciugh $99;999fmedium--$5,000 through $19,999; arasmall,,less than $5,000.

3/ For definition, see text, footnote 18.

Source: Date derived from special tabulation of the 1964 Census of Agriculture made
available by Bur. of Census. I

;6

FFICIENCY'ON THE LARGEST,PARMS

Studies,and ation are lacking on the economic and technicalefficiency ofthe lar6st farms.
Uowever, information from the 1964Census of Agriculture would suggest a greater technical efficiency onthese farms. Thus, we find on the largest farms a greater use of ferti-lizers, as well,aa a greater yield
of production per animal and cropsper acre (table,:28).
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Figure 5

CONCLUSIONS

. The information and analysis presented in this report do not fully
answer questions raised in the introduction about the future of the
largest farms.

However, the information and analysis presented do indicate that
large-scale farming has still not extensively penetrated Ehe organizStion
of our farm production. Nonetheleds, in some types of production and in
some regions, this penetration has been considerable.

As for the future, empirical observation does not indicate any con-
clusive trend particular to the largest farms. They are increasing in
size and number, as do all other adequately sized groups of farms Under
the impacts of new technological, economic',- and social developments.

In the general race toward larger business size, the number of farms
with sale; of $100,000 or more probably reached 40,000 in 1969, and their
gross sales accounted for at least one-third of total sales by all farms.
Such expansion of large-scale farming is believed to be centering in about
the same geographic areas, and in the same kinds of crop and livestock
production as indicated by data in this report.
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3223.

Apperelis table -Pane by 'fettled value of salmi as4 average mile. by ttpe of fare, 1964

Typo of farm

Tema With salsa of
6100,000 or sore t $1,000,000 an sera

Tares with sales of

Cash-erode
Tobacco
Cottoe
Other field trope
44putable
:Fruit an4 nut
Poultry
Wiry
Livestock (other than poultry
and dairy farms 04 1181:-
steck raathes)
Livestock rancbas
General..
Miscellaneous

total

t x

Total fares : Saliba per farm : Teta). farms : Salem per fare

:
. r

1,000 1,000

)11/VIE 4ellare Member. dollars

2,141 164 . 5 1,461

102 434 11 2,174

3,465 220 34 3,069-

2,237 263 .
411 3,059

1,590 361 94- 2,079

2,511 300 03 2,316

4,744 234 61 1,664

2,576 s 204 19 1.975

6,662 332 322 , 2,945

1,615 561 61 3,429

1,664 255 53 1,962

1,644 257 . 40 1,473

.31,401 272 611 2,576

Unarm: tint derived frog special tabulation of the 1964 Gamma of Agriculture nada available

by bur. of Census.

42-157 0 72 111.51% 12

45
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Appendix table. 15.--Tenur4 nadir which farmland wee operated, *11 farms,
specified years; 1944-64

Year

s i
Percentage of farmland-

i Total
operated undor7-2/

2.

fantlandlf
Paid

: Ownership : lentil r
management

s s

! Million acres
. .

0 1944 3/....
1949
1954 3/
1959
1964.......

.

:

t

:

:

1,142
1,161
1,160
1,123 .

1,40

53
56.

56
55
54

'36
35
35
35

4/ 36

.. 9

' 9
9

10

10

1/ Eicept-for 1944, totals for.the3. kinds of tenures were estimated by assuming,
thiliT part ownere(included in both ownership and rental) did not-subront.their rented
land.

2/ Computed before rounding numbers.
3/ ,Alaska and Hawaii not included.
17 Estimated by subtracting *creases; Operated by owner. and.managirs-from:tOtel

acreage.

Source; 1964 Census of Agriculture, Vol. II, Ch. 8, table Sr P.,754,.
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Arroa lin tahls 16.-4fisafiretnorit of tars or:Motors on forma with ealos Of
01,000 or *ors, by 164

legion' and %ate
t._

;
1
t
t

Or tato

Non atirrork of fern °rotator

O srators
reporting lt

ya
as 114.m

t fan
t ohs
t

t
t Avoratta days workad lty
I ,.,

1 *orators 't tte:In fos 1/
All

of

thitid States
Nan Berland:

Keno
NW Niorshira ,
Variant
Msachusitt tou
Rho& Islond
Connecticut

Mille Atlantic:
New York...,

^ . New Savoy
Pennsylvania
Delaware
Maryland

Lake States:
Michigan
Wisconsin
Minnesota

COM Bolt t
Ohio
Indians
Illinoisois
Iova.,..m.
Missouri

Northam Plains,
North Oalcoto
South Dakota
1,1assbrka
Kansas

.Appalachiant
Virginia
West Virgini
North Carolina
tantucky
Tann .....

bouthosott
-South Carolina
Caorria
Florida
Claire

SOO

1

:
t
t
t
r
1
1

t
,

,

t
t
t
t
t
t
t
t

t
t'
t
t i

I

;

t
I

t
t

I
t

e

Nosh r Percent aryt

720,135..

22 , rot

1,113

3,2144210
2,202

1,001
2,1166

11.105

91,469424

1,339

11,714
9,154

1137.:425613

,
21,033
17,054

5,110
4,545.

18,117
15,436

11,509'

117:449477

5,793'
5,512

9,420
31,836
54,951
19,342

142

116
147
99

163
93 ,

169

159
144
1St
1St .

139.
167
/37

154
129

SI
100
1%

136
97

. 109
121

156
174
165
921
141

143
163

179 ,.,

Data

23.

26
21
32
20
11
14

12,12
/0

'24
35

. 36

25
21
29

24
29'
14
19

, 35

25
16
11
21

34
47
39
35
31

halt
21
44
34
47

31,I01

A 1439
1 42
137

154

, 12453

,

Q47
217
466
162
261

331
351

1,053
1,445

412

201
280

1,034
748

321
63

447
164
1811

, 331
725

1,611
412

16

22
14
31
12
1.2
S

12
6

17
19
26

IS
Si
21

15
23
17
19
23

19
17
16
16

23
27
24
27
21

20
27
IS
26

Soo footnote at cud of tahlo
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Apr:maim toile 16..-Nonfansworit of.farm operators OR fine with salsa Of
9100,000 or more, by Stat., 196iL-Coatinuad

*igloo and Sista : Operators

Womtawock of tarn operator

: OpeRlitoti
reporting I/ :

I I

Diys t Aver414 days votisi 'II--
worked on 0
nonfarm I t

All

5041 !'reporting 1/ : Operator.

t Delta Stites:
Mississippi
Arkansas
Louisiana

southern plains
Oklahoma
Toxas

Mountains
Montana
Idaho
Wyoming
Colorado
New Mexico
Arlsona
Utah
KsvAdh

Pacific:
Washington
Oregon
California
Alaska
Hawaii

gusher

1,213

1,203
433

276
2,499

251

505
170

675
la

141

143
19

721

512
7,043

MA
127

forma

4

Sty!

27626,

U::041('

1,440
71,646

6,340
9,699
2,479

1:14
13,044
5,70
1.530

12,904
7,761

210,562
NA

3,766

...sap

153
146
164

162
163

163
113

95
III
134
155
161
153,

139
127
141

NA'
209

Mil

23
16
29

31
31

25
19

15
III

20
14

40
17

11

15

NA
30

15
12

16

19

19

16

17
15

17

15
10

25
11

13
12

11

NA
14

1/ Includes some operators who worked on of sr farms. Less than 4 portant of the days worked off -

farm was on other farms.
MA Not applicaills.

Source: 1964 Canso* of Alriculturs. Vol. I, table 23.
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HEARINGS ON

THE ROLE Of MAW cORPORATIONE IN THE AMERICAN AND WORLD COMOMIXS

PART 3. CORPORATE SECRECY: AGRIBUSINESS

Before the

SUBCOMMITTEE ON MONOPOLY or THE EEL= COMMITTEE ON SMALL BUSINESS
UNITED STATES SENATE

Washington, D. C., March 1, 1972'

OPENING STATEMENT BY SLIATOR
Chairman, -Subcommittee on Monopoly

,Today and tomorrow the Subcommittee on Monopoly will continue

1%1part 3 of its hearings on the role. of giant corporations in the

American and world economies. Part 3 is concerned with the effects

of corporate giantism and corporate secrecy in agriculture.

The three parts of that threefoldttopic are not only' relevant

but vitally important to small business, for several reasons.

Agriculture is important, first, because the family farm is

itself -a small business. In its highest form, when nature favors'

and society permits, it exemplifies the values the Senate.lmall Business

committee exists to serve and perpetuate, Beyond that, agriculture is

important because the condition and survival pf many other types of

small busineasis, and of small towns, hang upon the condition and

survival of family farming concerns. ,04 this point, our firstwirrieSs

today i:: pioneering expert, and all our witnesees have highest

credentials.

o

O

192



0

3241

Corpcadtd"giantism is 'important, because large Oorporationst
A

are moving into agricUlture and, affecting the survival-prospeets of
.

fAmily.farms arid ofthe busihesses that stye and ate serydg.

0

VS, the farms:

Corporate secrecy is important, because its practice prevents
c

.

Trmers and the public from knowing all they need to know in order to

Understand, evaluate and make policy deciskons on important culturiF,

1 ' i
. 4 (.4

ipolitiCal and economic matter' which affect the welfare and futnre of

0. ..r

the country. r,

, The extent to;which farmers' lives ire being chaled is
c

4 1 s

re fleeted nowhere more vividly than in the agricultural census data.
0 .7-

The Olightti over 2.9 million farms in this countytoday are just

half the number that existed 25 years aga, when ProfessorCIldschmidt.

our first witness, made his study of Arvin and Dinube. California.

T) This mo4415. Dr. Voldechmidt is going to take us on a

guided tour of the making, of that famous studyand of a part that
6

.-wasn't Madeand then he and his colleagues will discuss later work
o r

inthe same field. Even more important, they will discuss the urgent.

work that is still waiting to be done.

. The-Subcommittee welcomes as itigWitheyses today Professor
.

0 .

Walter Goldscheidt of thetl Department of'inthropology. University Of

California at lips Ahgeles: Profess.= Philip M. Raup of thelDepartmaht

I

.40
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I
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ch Agricultural and Applied Economics, University of Minnesota;
A

fessor tUgene A. Wilketing*of the
*Department of Rural gociolOgy,

univetaity of wiscOnSin; and Professor Richard Do Rodefeld of the
. -

Department of Sociology, Michigan -State Univegsity.;

We shall hear 'them in that order.o
.

V

It.
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Statement of

Professor Richard D. Rodefeld
.

Instructor, Depar t of Sociology

Michigan Sta University

Room 418,,Bei4ceyfla11

East Lansing, Michigan 48823

Prepared for :

Hearings on

'', For Release UponDelivcry

41,4,' March 1, 1972

..,

a

THE ROLE OF CIANTICORPORATIONS IN THE AMERICAN AND WORLD ECONOMIES

PART 3. CORPORATE SECRECY: AGRIBUSINESS.

Before the

SUBCOMMITTEE ON MONOPOLY of the:SELECT COMMITTEE ON SMALL BUSINESS

'UNITED STATES'SENATE.

Room 318,,. OldpSenate Office Building

A Washington, D. C.
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THE CURRENT GTATU3 OF U. N.

"COpFORATE" FARM RESEARCH

I. IntroduCtibn

7 In the last four to five years,-a great deal of concern his been.ex-

*
pressed by many rural people, farm and nonfarm', about a phenonmenon

commonly referred to as "corporatei or "corporation" farming. The fact

this hearliF is being held today is in Itself strong-evidence of this

concern. Claims have been made that for various-reasons the number and

importance of such farms have been increasing in reoentyears.peIt has

been argued a Atinuation of this trend would have more negative Or un-

-T?

desire/1p" effest54 associated with itqthan positive effects. This bas

provided the major justification for attempts to omit control over or

influence the ttrendtoward "corporate" farm's.

My major objective in this presentation will be to address various

r
issues stemming Oom and suggested by this situation. tpecifically, I

wouldslike.to review: whA some of the major questions in this area are
J-

and the types of, information needed; the findings and adequacy of a few

major research efforts in the aren't' "corporate" farming; and a.proposal

for research which would seek to determine what community effects would be

associated with a change from "family" try"c5rporat4" farm

1

II. Ma or About "Corporate" Fe

From a research and policy-perspective, research should be cioaled out

and answers provided to at least six major questions about "corporate" or

"corporation" farms. These questions are:

41. What are.they?

.2. What are their characteristics?

3. How do they differ from "family" farms?

1 9 .
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-2-

4. What is their trend in numbers and characteriitics?

5. What is causing the trend . toward them2

6. What effects will accompany a trend toward them?
. .,.

le

A. What is a "corporate" or "corporation" farm?

The first question which must be answered is "what is a 'corporate'

or 'corporation' farm"? The centrality and impOrtance of this question is

' derived, from:the fact that the answer provided to it will influence the

answers provided for all additional questions asked about "corporate" farms.

The answers to the other questions, of course, will determine the extent to'"

which "corporate" farms are viewed.as a societal problem, the urgency with

which. attempts will lie made to solve the problem, and the ilys.in which the
. ,

problem tight

47
t solved.. Discussions of " corporate" farms and the pro4iSlon

of answers, questions about "corporate" farms have been hipdered consider-

ably and often worked at "cross-purposes",because of differences in how "cor-.

porate" farm have been defined.

For instance, some have defined "Corp rate" farms, generally, as legally

incorporated bus/1145es with agbicultural production. When this approach is

takendan attempt is usually made to, distinguish between iriorporated "family"

(closely held) and."nonfamily" (nonclosely held) farms. Incorporated "non-

family" farms most likely would be those thought of by most as "corporate"
Or'

farms. "Corporate" farms have-also been defined, primarily through examples Jt

in the mass media as farms owned by nonfarm corporations such as Tenneco,

Gtokely Van Camp, Purex, Boeing, Ralston Purina, Gates Rubber, etc. Another

definition of "corporate" farms is large, absentee owned farms with hired

managers and hired workers. This definition is derived from the testimonies

of rural farm and nonfarm people before thistubcommittes in Omaha and'au 0

A

2,j0.
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Claire in 1068.
2

"Corporate" farms could also be defined as all "nonfamily"

farms. fare, of course, a definition,of what a "family" farm is becomes

necessary. Such a definition will, ofrourse, be necessary if "corporate"

and "family" farms are to'he compared.

In the past, twn types of farms have been equated with "family" farms:

those' owneroperated and those using less hired labor than that provided by

tbeAndividaal operalor and his family. illonfamily"farmsshave been equated

with nonowner-operated farms (tenant and hired manager), and those using more

hired labor than that provided by the indiVidual operator and his family.2

While all of the definitions of "corporate" farms sound similar, and to. .

many perhaps appear the same, they are in fact alidifferent. Thus.,while

all nonfarm corporations are legally incorporated, not all legally incorporated

farms are nonfarm corporations. Similarly not all.large farms with absentee,

owners, hired managers and hired workers, or all "nonfamily" farma are legally

incorporated. While all nonfarm: corporation farms are "nonfamily ", not all

"nonfamily" farms,are owned by nonfarm Corporations. Not all large farms with

absentee owners, hired managers and hired workers are owned by nonfarm'corpor-

,
ations. These may also be owned by an individual, family or small group of un

related individpals. With the variety of "corporate" farm definitions which

have been used, it is not surprising disaAeaments have occurred over the

number, characteristics, trends and significance of "corporate" farms.

1garnration Farming) Hearings befiv. the Oubcommitteo on monopoly of Ihe Select
committees or Cmall Business, United States Senate, ninetieth exngrols, Second
Session on the Effects of Corporation Farming on Small Business, Great. Plains
and Upper Midwest, U.O. Government Printing Office, Washington, 1068:

2Discussicns of these farm types and their definitions can be found in: Nikolitch,
Radoje, barinst Farms, USDA ERG, Agr. Econ. Rep. No. 176, March 1970

and Moyeic-DTIVIdTC., mhall Haarorris and Marie D. Harmon, Land Tenure in thn
United States: Develoment and Status, USDA ERG Agr. Inf. B41. No. JB, June,

1969..

2q1.
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1.. Farm Types Defined
.:'

Clearly, &classification system of farms is needd',which will

licitss high level of unanimity; will be comparable to classifickions

used in the past and be flexible 'enough to overcome major differences of
. .

opinion as to what constitutes a "fay ", "nonfamily" or "corporate" farm.
,

I have developed one Such scheme which I think satisfies these criteria.

Four ideal types of farms are identified. These types are: .family (FF),.

tenant (TO, larger than family (LTFF) and large scale industrial (LSIF). "
0

Tostablish these farm types, all farms are first divided into two groups:

those owner-opeated and those nonowner-opeated. Essentially, this is a

distinction between absentee And nonabsente owned farms. Owner-operated

farms then divided into those which.have less than half their total world

;gravid by hired workers (FF), and those which have more than half their

work provided by hired workers (LTFF). The same distinction is made for non-

,..

owner-operated (absentem owned) farms. Those with less than half thir.total-

work provided by hired workers are classifidkas TF's, those with more than

half as /Mts.

0. "Corporate" Farm Defined

Taking this approach, what then ii a "corporate'l farm? and'a

"family" firm? Clearly, the LSIF is,most-directly analogous to what has been

referred to as a "corporate" farm by rural people and farm organization leaders.

Gilbert Rhode, the President of the Wisconsin Farmers Union who testifiedefore

this Subcommittee on December f, 1071, as a spokesman for the National Fitters

Union, has stated that his organization is most concerned with those farms

identified by this speaker as being of the largo scale industrial type (LSIF) 3.

1
Wisconsin Farmers Union Hewn, Vol. 30, Ho. 7, April'12, 1071,

4.

2 A'
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Since these farms have hired managers and workers, they also would be ex-

,pected to he larger than the average farm.

In adoptipg this definition, it will probably be useful to distinguish

between two major types of Lars: those owned hy.nonform corporations and

those owned by en individual, family or, small group of unrelated individuals.

As was pointed out earlier, most of the publicity 4o date has centered around

.LSIF's owned by nonfarm corporations.

" One unfortunate function of the exclusive publicity given to LCIF's owned

by nonfarM corporations_has been the resultant impression created thkt this is
1

all that has been meant by "corporate" farms.- This most assuredly Isnot the

case, however. At the local community level, ruralpeopli are probably most

concerne3 with LCIF's owned by an individual, family or small group of un-

related individuals, if for no other reason than most LSIF's are of this type.

' Our research in Wisconsin, for instance, found 76% *f all incorporated LCIFts

Jr'

ware of this type.4 Furthermore, when the possible effects of "corporate" nr

farms on local communities have been discussed, distinctions have not been

made between the two types of Mira. Numerous-examples were presented in

this Gubcommitteels MS hearings of specific "corporate"' farms which were
/'

actually owned by an absentee individual, 'family gr small group of unrelated

individuals, not a nonfarm corporation.

It should also be kept in mind that if it is agreed all'ILIF's are "cor-

porate" iarms, then when "corporate" farms are enumerated for study, all LOIF's

should be included in that enumeration." Enumerations of legally incorporated

fermi will not include all IMF's. If the research is accurate, all or most

nonfarm corporations with farm operations will be included, but not all LdiF's

Rodefeld, Richard D., Wisconsin IncOrpmEntdRETILINJALIA!raotEistics
and Trends, Center for Applied Sociology (HI), Department of Rural Sociology,

University of Wisconsin, Midissn, December,-1S71, p. 12.

.4
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owned ty an individual, family or small.group, of unrelated individuals since

this type of LOIF need noi4be legally incor:porated.

3. "Family" Farm 2efir.ed

I think the family type farm (FF) as defined ter* most ClosclY

approximates the historical meaning of "family" farm and the meaning still

attached to thin term by most Midwestern farmers, i.e. a farm owned and

managed by an individual or a family, who also do all or the majority of the

work on the farm. JIndoubtelly, evkryone would agree that family type farms

(FF) are "famil y" farms even though disagreeing, perhaps; on whether TF's

and>ITFF's areAcst auxopriately viewed as "family" or "nonfamily" farms.
A

This suggestS the desireability of classifying these farm types separately

and distinguishing them from either,FP's or /Mrs. If farms are classified

and described in terms of these four farm types, then regardless of how indi-

vidual viewers choose to define "family" or "nonfamily" farms% they will be

able to-aggregate the data in a way consistent with their views. :An example

di what is meant here will also illu;trate this classification procedure is

consistent md.th two other major farm classification systems. You will recall

one major classification wan based,on who operated the farm on a daily basis:
.
v

the owner (part or full), a hired manager or a tenant. The tendency has been
. -

to view owner-opeated farms (FP's and Mr's) as "family" and nonowner-4eratod

fares (TF's and LOIF's) L.Qnunfamily". The second major type of classification

was based on the amount of hired labor. Farms employing lays than 1.5 man years

of hired labor per year (TF's and FP's) have been viewed as "family", while

tholm employing more than 1.5 man Itara (LTFF and LOIF) have been viewed as

"nonfamily". Thus, if farms are classified initially as .io the fop suggested

type., they can be combilled in various ways to apfroximat. "family" ana""non-
e.

family" 'farms an specifielin,previous classifications. This flexibility was

),.
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.not present- in either of the previous classifications.,
.

6 How. Many "Corporate" (or. LSIR) VarmS There' and What Are Their
Their Characteristics%

kt
w - ' 4 ,

* 'tfbr indi;idu0-states. At a minimum, the,following types of informationi ........
*0 . "should be,obtaied: acreage c.haraeteristics (owned, rented to and from, crop '+

. , /
acres and tochbres opgrated);.proauction characteristics (typas, quantity,

ry '

. e

ye46),,numbers and types of uanagerg and hired Workers, number and types pf

'ownersnonagricultpralippsinestinterests of,the owners,.the value of the
) .-: .4 . ,

farm, and year established. With thid,and perhaps other information, the ' '
. 1 ,.

. ...

w

Information should bc4 obtairied, on the number and basic descrACtive

charicter. iosties-oi",00rflorate; farms for the nation ds a whole and

- ' .present -abscrlate; status.of. LS/E'is or ocorporate" farms can be assessed for the
\

states.`-- nailft and individual statel. ,,,

J
I I .

.
. .

. l
This information Will play an important role in determining the .extent to

,,.., which F'§ or "corporate" farms are viewed as a problem.. at the present-time -----
- and might influence the urgency associpted: SiV attempts to solve the problem.,

For instance, if a small nuRbier of suph farmstare found naticloslly`, equally

across states and ente4rise areas and do npt *Count 'for high per-

centages of total f;.rm sal4S or Sales Kithin specific product areas, not much
.

of a problem would seed exist and concern with these farms on this basis:,
.

lf,ot,the,other hand,,,' thi.see.faiss are ,found to be presently
.

playing a significant role either in all- states or a,..Urge number of states
s " r

and/or in all or a number of `spacific product-areas, It isanuch more likely

%hey will be visited as a problem presently worthy of rijovircry and legislative

activity. Three iwasearch efforts'Which have sought to provide this type of

information will be discu)ssed in this presettation. They =4: the 1968 USDA

SRS national survey of legally incorpoz'ated fermis; the 1969 Census of Agricul-

tura- and Wisconsin research on legally incorporated, fems.
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How Do "Corperate":(ISIF) Arnie Differ'From "Family" Farms!',

The interMation:soUght here is what the magnitude of differeiee'is

etween "corporate" (ISIF):.ferms and "family" farms for various farm charaot-

, . 4, 4-
"

triStice: The same information necesearyyor desireable to describe "corporate"

(ut.). fartis4an also serve as the basis for comparisons betWeen such farms ar4

,

"family" farms. Thus, average acreages for the nation andindividualttates

could4e..compared as could average: incoMe, number of biredworkers and 0r0-
. ...' . A ,

duction characteristiCs (number of beef cattle, milk cows, acres of vegetables, .

4

etc.). Comparisons shoqld 410 be made in termsof thenational and state totals

of various farm characteristics (,creage, production, sales, etc.) accounted fdr

by each type of farm.

These relative types of informatibn will or could have thelme effects aulp,

.getted for the absolutr"coriorate (LSIF) farm cberacteristies. Thus, if the
.

magnitude of:difference biNWeen "corimrate" (LSIaand "family" farm averages

Or various fart characteristics is small,'and "corporate" (LSIF) farms account

for low-perbeOtages of all types of agricultural7productiond sales for the I .

nation and individual states, no problem will be perceived as presently existing,

with "corporate" (LSIF) farms. if the differences in average characteristics are

large iiidior " corporate" (LSIF) faims account for'higb'Tercentages of sales in all

or 'some production areesi the. probability is higher these farms will b0.iewed as

e, present problem and a' tbreat'to "fedlIy" farms..v. .One reasoefor. devoting

Attention to the ways-in which "corporate" and' "faMily, farms are defined is Abet

tbi&lone can influence the magnitude of'differences 'observed, juSt as it will

.

influence the number. and Absolute characteristltics of "corporate" derms.

The USDA, Census for Agriculture and Wisconsin research report information

related to this question.

4 2 )6
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D. --What-is the Trend in the Number of "Corporate" (LSIF) Farme'ane:

Their Characteristics ?'

This information is important since it will suggest at what point

1411 the future "corporate" (LSIF) farms might comprise a problem 'even though

no troblem presently exists. The major concern here Would be with the rate

at which new "corporate" (LSIF) farms are being establiShed and what the

.
a :4

'growth rates'in terms of acreage, income, production,..etc. are for this type

)'of farm. If it is decided no probleM presentlyexists with "corporate" -

(LSIF) farms and these growth rates are found to be loW, then the sense of

urgency An solving any problems associated with such farms will be lessened.

1!.

High or rapid growth rates should' or could have the opposite result, espe7

cially if-found in'conjunction with present high absolute numbers and large

relative differences when compared to "family"'farms. The (ODA, Census of

Agriculture and Wisconsin research have information relevant to this question.

E. What is Causing The Trend Toward "Corporate" (LSIF) Farms?

Related to the trend information and its assessment is information

which would provide an understanding of the forces which might be causing a

change from "family" to "corporate" (LSIF) farms. A knowledge of these forces

is necessary not only to understand the present status of "corporate° (LSIF)

farms, but also for accurate assessment of what the future trend. might

The-present absolute and relative status of Such farms might be a short range

abberation. On the other hiind, the forces which have brought about the present

level of "corporate" (LSIF) farms might continue indefinitely into the future,

and perhaps be strengthened with a resultant increase in the level of Such

farms over time. A second reason for the importance of this information is,

if it is decided to be in society's best interest to control, regulate or res-

trict (LSIF) farms, such a goal might be achievedy remolding those

4,

69-133 0 - 72 70.5A - 14
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forces respOhsible for tie :increased nuMber and/or status of such farms.

The general question whiCh might be asked. here 1,:: "What conaitiOns,

factors and fo es are allowing for and causing tfamilyt,farms to be re-

placed by 'corptate (LSIF) farms?" Implicit in this question are two

marespeig.%c questions/These are

a) 'What conOitione, factors and forces are causing "family"
farms td cease operation? and,

b)f What conditions,' fiktors and foreleg are causing "COrporate",'
(LSIF) farms to be established?

_Certainly these two phenomena are interrelated. 'Thus, one of the.major

explanations fora decrease in "family" farms might be an increase in "cor-

porate" (LSIF) farms, and conversely, "corporate" (LSIF) farms might be in-.

creasing because of land made available through the discontinuation of ,

"family" farms. Relatively different causal processes might be involved

beyond this basic interrelationship, however.

1. Passible Causes of a Decline i?'"Family" Farm*

"FaMily" farms could be ceasing operations for a variety of

reasons quite independent of the litatus of "corporate" (LSIF) farms.' One

of these factors or conditions might be: the inability of the operator to

.secur: an adequate income, which in turn might be explained by a variety of

factors; such **.the inability of farmers to organize and bargain collectively

with processors for the price of thlr products, the inability to secure

capital for farm expansion and technological improvements, high property

taxes, inefficient management, or the inability to obtain landfOr expansion.

With the retirement or death of the farm operator, there may be no other

family membera available willing or able to take the operation over, Even

'If there was a son willing to'take 'Dyer the operation, ainumber of factors

either singlror in various combinations might result in the farm's sale to

2 :)8

r.
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nonrelatives. Some or these factors are: a large number of brothers and

sisters, inheritance laws, a high farm value,. anticipated lOwfufilre

earnings And ldk accessibility tcOlarge amounts of capital. The farm

operator may have had off-spring who no longer were available to assume .

the Operation,of the farm since hey had acquired nonfarm occupefions. ff

this was the case, then the questioh might be raiswi-asto why they left

the farm and farming in the first place. This would be'eepecially true if an

opportunity had existed for them at the completionop their schooling to

assume the operation of the faMily farm. Certainly factors like low antics=

petal future earnings and the low-prestige which society has accorded to. its

farmers might be relevant here.

2. Possibli.Causes'of an Increase in "Corporate" (LSIF) Farms .

On the other hand,' the. major conditions, factors and forces leading

to or causing "corporate" (LSIF) farms to
be established might be quite dif-

ferent from those affecting the continuance or
discontinuance of "family" farms.

Furthermore, these causes might be found in a number of institutional' areas.

For instance' numerous economic factors
might be influencing such a trend ot

change, such as: speculation in land and anticipated future demands for food;

the low wages paid to hired labor made possible in part by the legal difficul-

!
ties encountered by hired workers in unionizing; the availability of rilativgly

large sums of nonfarm capital. for investment; and high, assumed or real profits

as a function of differential productivity and efficlency; economise of scale,

and vertical integration. ,Characteristics of
the legal structure such as dif-

ferential advantages gained from various income tax procedures, such as those

relating to the "writing-off" of farm losses and capital gains, would be rele-

i

vent hers. Governmental programs, for;instance, subsidy programs and those

relating to import quotas might serve es,inducii

1 1

s for the establishment and

11116
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expansion of " corporate" (LSiy farms. Certain societal valuesmight also

be relevant here, especially to the extent-they are supportive of or detri-

,
mentAl to restrictions whiCh might be placed on "corporate" #(LSIF) farms.

eerauph values.Might be: those concerned with the universal freedom of.

property ownership txpressed perhaps in an unwillininesi to placl;any res-

trictioni_on the ownership of private property including farms; the assumid

links between bigness, corporations and progress and the essumed inevitabi-

lity and desireability of functional differentiation and division of labor

in the economic sphere, including farms.'

LSIF's might also be evolving from former FF's and LTFF's. If with the

retirement or death of the owner- operator, i desire still exists to keep the

farm in the family, though not operated bjr the family, the retired owner-

operator or heirs might hire a manager (forMer LTFF) oz manager and workers

(roister FT) to operate the farm. In either caseea LSIF would established.

Four additional distinctions might be useful in attempting to specify the

causal processes leading to Pcorporete" (LSIF) farms. An attempt might be

made,'for instance, to specify what factqrs cause. or had to: the absentee-

ownership of land; the absentee ownership of large tracts of landStith hired

managers and hired workers; the establishment of "corporate" (LSIF) farms by

nonfarm corporations; and their establishment by an individual, family or
a

small group of unrelated individuals. Nonfarm corporations may be establishing
i

"corporate" {LSIF) farms for major reasqns quite different from those of indi-

vidual or families.

While numerous suggestiOns have been made by various author as to the con-

ditions, factors and forces affecting tVtrend from "family" to "corporate"

(LSIF) farms, little or no research has been carried out on what these conditions,

etc. might be, and whii kind of relative weights the various factors %et' have.

2i)
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This should definitely be an area of high research priority.

P. What Effects. Will Accompany A Trend Toward "Corporate" (LOU) Farms?

Perhaps the most important empirical information neoded'is what effects

will accompany a change from "family" to'"Corporate" (Lan farms. As Profes- ti

I

sor Wilkening hash ointed out, ideally the effec:ts DE such a change should be

determined for all levelo of society: national, regional, state, ccanunity,

farm, family anctindivildual. ,,
°

Regardless of the present or'future status of 'corporate" farms in the NG.,

a comparison of the social and scdomictosts 444 benefits associated with a ,

hangs from "family" to "Corporate" farms should determine what the societPs-
...e.-

policy toward,"corporate" farms will be. If the social and economic costs to

society exceed the benefits of such a change,.then any additiohal changes in

this direCtion should be prevented. The reaching of such a.conclusionlMight

also suggest such farms presently existing should he discontinued.' In other

words, major land reforms might be suggested. The reverse situation should also

hold. If the social and economic benefits to society of "corporate" farms ex-

ceed their costs, then they not only should be allowed to exist, but they

should be encouraged with just and humanitarian programs developed for those

iirmers displiced by this change.

For this question to be adequately addressed,Ivesearsh wise, a veiety of

methodological approactres will be necessary not only between level but also.

wit*. speCific levels. An example of different methods used At the same level

is Professor Goldschmidt's intensive, comparative coil unity study of Arvin and

Drnuba where information was obtained from a variety of sources andthe Wiscon-

sin research commented on earlier by Professor Wilkening, which obtained infer-.

elation on the community role'characteristids of incorporated faro: resident.

owners, hired.managers and hlivid.workers. Findings from this research will be

. .
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reviewed leMer.
. , .

. *
. , .

1. The Status of Research on the tffects of a than
to 'corporate" Farms

.

frcei-

Given the ;teat importance of information about what effects would
4

acdcepany a change from "family" to "corporate" (LSIF) farms at the various

levelmef society, preciouX little research has leen-carried °a addressed

specifically to this question. At the national, regional and state levels,

there are theories as to what the effects of such a change would be, and some

A
information exists which his implications for tease levels. For instance,

qUestions haVOlbeen raised about a continted trend toward this type of farm in

terms of the implications ,,and possible effects on central markets, footVprices,

,amount'of vertical integration, concentration of production, political demo-

cracy and preservation. of natural resources among others. -There are no studies

I know of which have actually-been carried out at these levels addressed to such

0.

questions, however!

At the community level, Professor Goldsohmides study is still the only
:

study which has been addressed to this change whin has uied thi community as the'

unit of analysis. Other research such as that carried out at Wisconsin, has

'addressed the question of effects at this level, but the unit of analysis has been

the individual nat the,community.

Some research, but not a great deal& hes been carried out at the level of.the

farm 00 firm. Research dealing with the questions of changes in'pro4ctivity and

efficiency Are examples of such research'

As pointed.out earlier by Prqfessor Wakening, the Wisconsin research tried

to:obtain ems information on the effects of farm change at the levels of the

ef Out
family and individual.' Little other research has been 'carried -em, however, ai-

dressed ..to the question of affects at these levels.

2 2
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Generally, it might be said very.little research has been conducted at

any level of society, on what the effects of a change from "family" to floor-

.

-porate" (LSTF) feria would be. This should not be taken to imply there are

no ideas or suspicions as to what effects mighi accompany such a change. It

states, rather, that'thess ideas and suspicfOS have not yet been proven or
.

demonstrated in a rigorous and,scientific way. liasaresson such demonsirations

have not been made is simply because so lfttle scientifically rigorous research g.

has attempted to test out their validity.

2'. Fermi Chances $....____...glhpossible C Pffectc/mi

While the effects associated with a change from "familr to "C6rpo-

.

rate" MOM farms at thecoMmunity level should be determined, in an ideal

sense, it would also be desireable to determine what the specific causes of

those effect* were. In other words, if'certain effects ire brought about by a

change-to "corporate" (1.1F) farms, what is it specifically about such farms

that cause"! the effects? The definitions of We and Mfrs are suggestive of

two possible sources of these effects. First, lararts are ftbsentie owned, while

FF's are not. A change from nonabsentee tá absentee farm ownership might in it-

self have independent community effecii. For instance, profits earned from the

farm operation which formerly remained in the community will leave the community

4ith absentee ownership.

GiCond, a change from FF's to LSIF's will involve a major change in the boo-

positio;t of the rural farm work-force. Namely, change from resident far* Dwners

and their families to nonowning hired managers, workers and their families. Isla-

tively independent community effects might be associated with such a change, if

those comprising the two different work forces ars found to differ in their

relationships to community institutions and in the nature of their Community roles.

A third possibility not suggested directly by the definitions of FF's and LGIF's



3262

-16-

is that a change from PF's to LEIF's might result in a,reducelamn:land

ratio of community hintetlands. If this decrease is not off-set by other c

forces, .depopulation will occur. Thin depopulation could also have inde.-.

pendent effeets commdnity.
.

r

3. Other Research Relevant to the Effects of a Change Frbm "Family"
to "corporate" LGIF) Farms

, .

As pointed out previously, whil'e only a few research studies have .

been carried out specifically-on the question of what affects would be asso

d.
dated with a change from "family" to "nonfamily" or "corporate" (LSIT) farms,

'some research has been carried out releviht to this question. For instance,

a large number of studies were carried out in the '1930's and 1340's on the

effects of tensity. One of the major characteristics of tenant farms is that

they are absentee own4N. The effecte which were found, to be related specifi-

cally to absentee ownership might ilso be relevant to the effects of LsIno

which also are abifntee owned. Gecond, somelresearch has been carried out on.

the effects of absentee,Owned.corp9rations on ccImunities. 'One such study was

that carried out by Hills and Ulmer for this EubCommitItse. The effects of ab-

entee own4d,corporation; located in the population centers of communitiea may

be similar tit) or be relevant to the effects of their location in the cceenaity's

hinterland. Come research has also been carried Jut on the effects of large

corporations the national level, especially in terms of market effect.,

which might be suggestive of the effects in this area and at this level for

"corporate" (LGIF) farms. A good deal of research has also been carried out on

the effects gf rural depopulation.. If depopulation is found to be one, major

lutcoms of a change from "family" to "corporate" (LGIF) farms, then thisresearch

will be useful in specifying what the effects of such a change will be.

2 14
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III. A Review of Four Major Studies on "Corporate" (LSar) Farms

4
4'

I would loW like to review the findings and adequacy of four major

er020-e''),

research IffoEts which have sought to provide answers tyfte eivvious six'

.

questions. . This research is: the 1968 USDA ERS national

incorporated farmsrihe'1969 Census of Agriculture;. /90 -1970 Wisconsin
1r

4 research and.frofessor Liter Goldschmidt's studies of Arvin and Dinuba.

The first two research efforts and parts of the Wisconsin research are most

relevant to questions about the absolute characteristics of "corporate" (LSIF),

farms,;their characteristics relative to "family" farms, and trends in there

number gni characteristics aft-ueotponite-tealli-fekris. The Wisconsin inter-

view survey and Professor Goldschmidt's research are most relevant to the

question of community effects associated with a change from "family" to "corpo-

rate" (win farms. Consents will also be made on certain aspeCts of corporate

Atecrecy &daring efiective,research.

A. The 1968 =AM* Curve of Incorporated Farms -

In 468, the Economic Research Service division of the USDA. conducted a.

nation-wide *numeration of. all incorporated businesses directly engaged in agri-

cultural production.5 This research was initiatedby Secretary of Agriculture

Freeman du* to concern expressed over an apparent increase in nonfarm corpora-

. tilins entering farting and a lack of empirical data on what the'sagnitude of

this trend'was. The major objectives of the research were to determine the

number, kinds and general characteristics of corporations involved in the pro-

duction of farm products. Specific information obtained was: year of incorpor-

5The results of this research have been reported in USDA ERS Air. Econ. Rep.
. .

Nos. 209, 156 and 142.



3264

ation, type of owner (Individual, family, other),
.

number and.types.of managers and workers

tics and value of agricultural production.

1. The Im tames of the USDA ERS Surveb
Ala*

This research and its findings is of great importance for a number

of reasons. First, similar data exist for only a few states and no comparable

data exists for the nation as a whole at this time (1969 Census of AgriOulture

Kill have similar data when published). As a result, this particular research

and its findings has acquired an extremely high level of importance and usage.

Its importance is also heightened, by theafact-iX.has the legitimacy and prestige'

types of busiiies**teroirts,

and productionc46aeris.0

and its Findin

of the federal'gOvernment behind it. Up to this point in time, this research

has been the primary, if not exclusive source of descriptive information avail -

able to state and national policy makers, policy inflUencers and parties generally

interested in the subject of 'corporate" farming.

'Given the importance of this research and its findings, I think it is important

to recognize what some of.alimitttions of-ttrfs-reasartgriVrtmr-finItings are.

The following convents are summarized from a paper which has recently been com-

pleted, based in. part on a replication of the USDA research in Visconsin.6

2. The Proper Univers* of "Corporate" Farms Hay Not Have seen Studied

The universe of "corporate" farms studied by the USDA were all legally

incorporated farm businesses involved in agricultural production. As pointed out'

previously, this type of enumeration also includes incorporated VP's, Tr's and

LTIT's which to date little concern has been expressed about. This is not

6Rodefeld, Richard D., "The 1968 USDA ERS Survey of U.S. Incorporated Farm'
Operations: A Critique of Its Accuracy, Conceptualization and Procedures,"
submitted for publication to the American JoUrnal of A I ultural Economics,

January; 1972.'

2ir 6
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necessarily a problem, however, as long as those farms are kept separate

from "corporate" or LSIFya. More importantly, in terms of the universe

'0
studied, large absentee os+ned farms with hirid managers and hired workers

0 (LSIFts) which were not incorporated were not included. Because of this,

there is no way of4knowing from this research what the total number of LS/Fla

is or what their tharactertics as a group are;

An estimate of what the upper limits for LSIF's were in 1964 can be ob-

tained from the characteristics of those farms Operated by a hired manager.

Although the exact percentage is not known, most of these,farms undoubtedly had

absentee owners. Approximately 70 percent of these farms reported hired

workers in 1964, suggesting 30 per.cent were either tenant or owner operated.?

In 1964, there were 15,088 commercial farms operated by hired managers. These

managers operated 62.3 million acres of land, averaging4,146 acres per farm and

had an average value of land and buildings of 0564,998 and an average value of

products sold of 0163,127.9 This author hes estimated that irprlximately

10,300 of these farms were IMF's in 1964, averaging 0233,859 stales per farm

andraccounting for 7.0 per cent of all commercial fare sales.9 It is not known,

of course, how many or'which of these farms were incorporated and enumerated by

the USDA or were unincorporated and left.out. Furthermore, the characteristics

of thoseWIF's left out are not known. -Assuredly, if all the LSIf's had Mien

enumerated, their number would have been greater than those', enumerated by the
4 d

USDA.

7
Lalt111-------1-"IdfildTentuj"t"""9 42PILEil:!'po 19.

gibid, p. 15.

fRodefeld, Richard D., "American-Agriculture: Feria Types of the fUtulo: Processes
Affecting and Differential Effectsl,an unpublished (HI) paper, p. 7.

.

2s.'74,
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3. The Accuracill;101-.:Icarratirdrarroitr?
Enumerated Appears Quite Low .

.

I

In Wisconsin, it was. found 37 per cent (N=195) of the corporations,

emu crated by the USDA (N=532) were not qualified for inclusion. A large

number of these ferrite were not incorporatik(N=99), had no agricultural pro-

duction or business (N =40), were inactive or dissolved, tree farms, forestry

operations, hunting and fishing clubs, recreational farms or were excess multi-
.

county units (N =35). Furthermore, 43 per cent (N 292) of all the farm corpor2

ations actually found in Wisconsin (N=589) were not enumerated by the USDA.

These determinatlona were based.on * comparison of the actual corporation enu-
.

waited. by the USDA and by Wisconsin researcher.. The latter research would

appear to be most accurate, since it was based on an initial enumeration derived

from a review of *11 Wisconsin corporate iiareturns for 1966-67 followed up by

quettionnaireestint'to eacifcorporation with agricultural production and/or in-

coma. The USDA enumeration, on the other hand, was provided by county ASCS

managers on the basis Of office records, and personal knowledge and other War-

, mation. Since exactly the same enumeration procedures were followed in 46 other

states, similar levels of accuracy Or inaccuracy might be expected for these

other states.

. 4. The Accoracy_of tilealecteleInforgatiororarmeorration

Aa2...-litar6w

liost.of the. specific information obtained by_theUSDA for each Wis-

consin farm corporation was also replicated in the Wisconsin research. It was
)

possible to assess the accuracy of the USDA information by comparing the charact-

eristics of those farm Corpar ions enumerated in both surveys. There were 337

such corporations. Comparing the totals of various characteristics in the two

samples,Idt was found the USDA underestimated the total number of sores actually

owned by 37t, acres rented by 260, number of cattle fed by 801, number of milk

/

2
4v El .

'..

4-



cows by 54%, number of sows by 216% and acres ,of vegetables by 37%. Smaller

differences were found IbrseViEr8thdr characteristics. Other statistical

the:accuracy of information obtained for the same fe.tfm

studies it be quite low. Since the USDA obtained its
'

corporations, from ASCS offices, while the Wisconsin re.,

ation from persons directly conpected with the corpon.z

inrealhonable to assume the.Wisconsin information Was more

accurate than the USD . Again, since the USDA used exactly the same procedures

kin 46 other states, similar.levels of accuracy would be expecteg fob these other

states. )

The Accuracy of Specifying,Average Incorporated Farm Character-
Istics and Their State Totals Appear Quite Low

The USDA found 532 incorporated fermi in. Wisconsin' while the Wiscon-'

procedures also sho*ed.

--corporation in the two

information about farm

search obtained its i

ation, it does not leen

sin research found 589, a 10% difference. A large amount' of difference was

',observed between thekaverages foi. various farm characteristics and state-totals

Thus the average numberof acres operated found by the USDA was 222 acres less

than that folind by Wisconsil, acres rented was 245 acres less, number of cattle°

fed 94 les Bilk cows 35 less, a e" of,potatoes 82 more and acres "of vegetables

186 less. e USDA underestimated to es operated by 46%1169,781), acres

(9,464), number of milk cows

35%'(3,269), number of sows 86% (826) a of vegetables 65% (35,595) It

would thus appear the USDA incorporated farm averages and totals for Wisconsin

vary a good deal from those foundin the Wisconsin research. ,Since the same

proceudres were followed 'in 46 other states, similar differeAces might be ex-

pected in these slates.' Two major expladations are apparent for these differences.

First, undoubtedly the infbrmation provided by ASCS offices was innacurate in many

rented by 298% (149,906), number of c the .fed

'instance. Second, it Was found those farms incorrectly included (not.qualified)

by the USDA were generally smaller than those incorrectly excluded.

"NI



6. It is Not Possible to Distinguish Between "Family" Farms Which
Have Incorporated and Incorporated "NonFamily" or "Corporate"
(LSIF) Farms .

As pointed out earlier, little or no concern exists with "family"

farms whiCh have incorprated. If the-entire universe of incorporated farms

is studied "as was done by the USDA, it is necessary, in fact imperative,,tO

clearly distingaish,between incorporated "family" and "nonfamily" or "corpor-

ate" farms. "Family" farms could be defined as owner-operated farms, farms

employing little or no hired labor, or farms owned and operated by a; indi-

vidual or family who/also did the aajol4ty of, the work (FP).

Initially, it would appear "family" and "nonfamily" farms were distinguished"

between by the USDA. Incorporated farm operations were classified as to type'of

owner: an individual, family or other. The tendency has been to equate indivi-'

dual and family owned farm corporations with "family" farm corporations and .other

owned with "nonfamily" or "corporate" farms. In term; of past definitions of

"family" farms or that suggested by this speaker, these eqUations would be quite

incorrect. Thiire are at least three reasons why it is incorrect to eqUatkindivi-

dual and family owned farm corporations with owner-operated farms. First, .family'.

owned farm corporatioils were not necessarily, owned by a family. Family ownership -

was defined by the.DSDA as farm corporations with fewer than 10 stockholders,

hence' was based ow.number of owners not whether the owners were related by blood

or marriage, as is the Usual procedure. In this case, incorporated farms with 9

or fewer unrelated owners* now of which owned-a majority and all of
4
Which were

absentee were,classified.us family owned farms; This type of farm, however,

clearly would not qualify as an owner - operated farm. .A Second reason why indivi-

dual and family owned farl corporations cannot be viewed as owner-operated farms,

is that it appears a high percentage of these farms had individual or.family .

-owners, who were absentee, hence were net operating the farms t1ey owned. In Wis-:

consin, 18% of the individuak and family owned farm corporations were found to
0
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have absentee owners.: Certainly it would be inappropriate to equate such

farms with owner-operated farms. A third problem is that some farm torpor- .

ations with Ij) or more owners are. actually owned and operated by an individual

or family. Large families, extended families and the selling of some stock to

nonrelatives might 'exult in such a situation. There were 13 such corporationa

found in Wiitonsia (13 per tent of the number of all LSTS).

Since the USDA classifications were based solely on the type of owner, it

was not possible to distinguish between these types on the basis, of amount of

hired labor ,(family size verpus larger than family site). From other informa-

tion provided by the USDA, however, it appears more than half of 411 the U.S.

farm corporations would be classified as larger-than-family sized even though

approximately. 75% were owned by an individual or family. The Wisconsin research

found SO of all individual and family owned farm corporations had 50 or more

of their total labor provided by hired workers. It appears if this definition of

9,fAmily" farm is used, then less than half of all USDA farm corporations would be

classified as such.

The USDA farm types have no necessary relationship whatsoever to the four farm

typii suggested by this speaker. Within each of the three USDA farm types, FF0s,

TF's,,LTFE4*or LSIF's .could be found. The conclusion reacted is that the USDA

classification procedures do pot distinguish between "family" and "nonfamily" or

"corporate" (LSIF) farms.' This fact raises questions about the number of "non-

fare, "torporate" or LSIF's found by the USDA, the number of "family" fare co -'

porations found and what the differences, are between these two groups of farms.

221
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F. The Classification of Farm Corporations by Types of
Business Interests is Uninterpretable

Certainly the occupatiOnal and business:characteristics of nonfarm,

corporations and their ownerels.desireable information to hairs in-assessing

a possible increase in nonfarm interests moving intqagriculturai productiOn.

The USDA.andressed this question by:obtoining information and classifying

farm corporations in terms of their business interests. These classifications

werefarming only; farming plus agribusiness interests; farming plus non-

agribusiness interests, or a combination of all three interests. These classi-

fications, the farms in them and their characteristics are difficult, if not

impossible, to interpret, however, since the USDA mired the business interests

of individual corporate owners with the business interests of the corporation.

The specific screening questions asked to elicit this information was "Does this

person or firm have any other business interests in this country or elsewheri,

in addition to agricultural operations?'"?An apilarift effect of asking this par-

*

titular question' was that other buiiness interests for both the individual owners

and the corporation were'provided, whin available,, for those corporations owned

by an individual or faMily; but in the case of other owned corporations, only the

other business interests of the corporation were provided. Both types of business

interest information would be desireable but they clearly should be kept separate

and consistently elicited.

8. The Percentage of All incorporated Farm Operations Interpreted as
Incorporated "Family" Farms Has Been Grossly Overestimated

The common proCedure in interpreting the USDA research. findings has

been to view individual and family owned farm-corporations as.. incorporated "family"

farms. Taking this approach, 80% of the farm corporations enumerated. by-the USDA

. 0,
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have been viewed as incorporated "family". farms.'Y) It was apparentlyn this

basis Secretary of Agriculture Butz recently stated, "Less than one per cent

of our total farms are corporate farms and about six out of seven [86%j of

those are family corporation farms. They are really family ferms."11 The

implication of statements such as this is essentially to deny the existence

of any possible problem by pointing out almost all legally incorporated farms

are in actuality "family" farms which have ipcOrporated.

As pointed out previously, however, it clearly is not appropriate to equate

individual and'. family owned farm corporations with "family" farm corporations.

An indication of the amount of error involved in making such an'equation can be

gained from our research in Wisconsin. First,'293 corporations found in both

the USDA, enumeration and Wisconsin research were cross-classified according to

the two methods of classification used. Only one-quarter of the farm corpora-
,

tions owned by gp individual were classified as Ws, while en equal percentage

graassifiedas LSIF's. About 40% were found to be LTFF's. Of the farm cor-

pOrations owned by a'family (9 or fewer owners) 42% were found to be FF's,'3% TF's,

49% LTFF's and 6% LSIF's. Forty-two per cent of th farm corporations owned by

others (10 or more owners) were found,to be Ff' Pa or turfs. Using slightly

different criteria'for qualified porporat Table 1 compares the percentage of

Wisconsin incorporated farms classified by type fer-both the USDA and Visconsin

research.

10Agr.
Econ. Rep. No. 209, p. 6.

liWisconsin Agriculturalist, Jan. 8 1912, p..c12.

60-133 q 77 pt, 6A .15 2'113
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TABLE 1

THE NUMBERS AND PERCENTAGE.D1STRIBUTIONS OF WISCONSIN AND USDA FARM

TYPES FOR THE STATE OF WISCONSIN IN 196812

Farm TYPs

Tenant 1

Family

Larger-than-
family

Largo Scale
Industrial

Total

Wisc. Enumeration USDA Enumeration

Farm Type

34 6.4 IndiVidual 53 10

182 34.4 Family , 336 66,

211 39.9 Other 123 24

102 .19.3'

..,

Unclasiified ' .20

529 100.0, 532 100.0

In interpreting the. USDA percentages the, normal procoduro to date would

be to conclude 76% of all Wisconsin farm corporations were incorporated "family"

farms. However, if a "family" farm is defined as one owned and managed by an

individual or family who also do the majority Of the work, then only 34%, not

76% of Wisconsin, farmcorporations were "family" farm corporations. Only 41%

of the Wisconsin farm corporations (TF's plus FF's) use little or no hired

labor, another way of defining "family" farms. It is true 74% of Wisconsin farm

corporations were owner-operated, but if a "family" farm is defined in this way,

then the question has to be addressed of whether owner - operated farms with sub-

stintial amcunta of hired labor appropriately bolo in the "family" farm category.

The latinction which has leen made between family3iized and ler an- family

sized would imply it is not.

12Rodefeld, A.D., Wisconsin Incorporated Farms I, ----, op.cit., p. 10 and USDA ERS

Agr, Econ. Rep. No. 142, p. 11.

2 4
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Obviously, Whether 34 to 41% of all far* corporations are found to be

"family" farm. or 80 to 86% will effect the extent to which "nonfamily"

incorporated farms arm viewed as a possible problem. No problem exists in

this regard if almost all farm corporations are found to be "family" farms.

If on the other hand, a highspertentage of all fare- corporations are found

to be "nonfamily", then at least the possibility skirts that this situation

will be viewed AS a problem or the likelihoodlis greater it will be viewed

as a problem. A high percentage of incorporated-farms wort reported by the

USDA as "family" bcause'LSIF's, LTFF's and 'Mos wera also included in this

category.i.r.. 44.40:4":ov,..p

9. ThrUSDA Classification Procedures Reduced the Apparent Amount
12-Trifer7nicelietween "Fsmiiiriiid711Wonfamil " Farm Car rations

TALE 2

-AVERAGE ACRES OPERATED 3? TYPE OF FARM CORPORATION FOR THE
WISCONSIN (N=529) and USDA (N=532) SURVEYS FOR 196$ and
1967, RESPECTIVELY

Wisconsin Enumeration

Far* Type Average Acres

USDA Enumeration

arm Type Average Acres.

Tenant e- 296

Family 549

4P Larger Than Family 918

Large Scale Industrial 2,049

Total Average 969

' Individual

Family

Other

4 -f
604

622

.924

IMO1.1111.10

691

. 220
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.While a 302 acre difference existedbetwoon family and other owned cor

porations in terms of average acres operated,, there wore 1,500 and 1,131 acre,

differences betwwen Ers, Lurts and LSIFtok respectively. While family owned

corporations operated an average Of 48% fewer scrim on the average than other

ownad corporationsearts and UM: operated 273% and 122% fewer acres than

LSIFfs, respectively. Other owned farm corporations comprised 24% of all USDA

Wisconsin corporations Ind operated 22% of all land operated by farm corporations.

On the other hand, Ls1rfs comprised 19% of all Wisconsin farm corporations and

opaitod 41% all find operated by farm corporations. While acres operated was

t
used as on example, undoubtedly similar finding, would be found for other incor-

porated farm characteristics.

The USDA classification procodUres not only'resulted in im inflated percentage

of "family" farm corporations, thsy also resulted in.the observation of small dif-

ferences between farms interpreted al "family".and "nonfamily" farms. At tho

national level, for instance, Ono group of 22 states bad 81% of all farm corpor- ,

ations classified as "family" farm corporations. Thos. "family" farm corporations

controlled 80 of the land operated by farm corporations in these states. The ,

sow percentages for another group of 25 states were 79 %. of the corporations and

75% of,the lind operated. While other owned farm corporations were always larger

on the average than individual-or family owned farm corporations, on a proportion-
./

ate basis, the differences were not great. In Wisconsin, lor instance, other

owned farm corporations operated only 33% more acres on the average than those

fimiliowned. The major Conclusions following the USDA procedures are most incor-

porated 'farms are "family" farms and little difference exists batsman these fermi

and "nonfamily" farm corporationi. With this approach, not much of a, problem

appears to exist, nor ars there many reasons for boring concernod with "corporate".

farms.

2 5 6



3275

-29-

4

On the other hand, this situation can be compared to Wisconsin where only

)1

34% of the farm corporations, controlling only 20% of all land operatod by farm

corporations, were classiflod as family typi. arms (FF). Furthermore, these

farm; Olgratod 273% fewer average acres than farm corporations classified as

Wilththis.tpA.oach, "family" farm Corporations are a distinct minority

of all corporations with agricultural production' and are a great deal smaller

than those farms classified as fatily"or "corporate".

The major 'explanation for these differences, of course, is tho,fact LSIFIs

and LTFFt's were classified by the USDA In the family owned category. Since

these farms were larger on the average than FF's and Tr's, the avaragacharacter-

istics for family owned corporatidns were increased reducing the amount of dif-

ference between family and'other °Wad corporations.: Fgrthsrmore, TF's and

scow FF's and LTFF's were included by the USDA in their other owned category.

Since these farms were *Mailer than LSIP's-, the overall averages far other owned.

'farm corporations were reduced, again reducing the amount of difference between

* family and other owned farm corporations.

10. The tnumeratelonof Farm Cor oration on a CounlyLianilLgprnaration
WiTirliIflated the Number o "Nonfamily"-Farm Corporations and

ounrniAm,entUfference Between "Famil " and "Nonfamil
inn

The procedure f011owad by the USDA wasp enugarate and group all of a cor-

poration's operating units on a county bas s for each state. What this means,

of course, is that if a corporation ha agricultural operations in five counties
a

within a state, five corporations were Lnumerated, not one. Furthermore, if the

sums corporation had operations in other states, theta also would be enumerated

on an individual county has's: The USDA maintained only a few such operation.,

were found. In Wisconsin, however, 39% of the incorporated Wire found to

have agricultural production in mono than one county and 22% had agricultural

Are

ti

2 4, 7
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Operations in more than one state. While this point gill not affect the

total* (acreage, etc.) observed for the different types.of farm corporations,
. .

thug phenomenon, if very widespread and associated with one particular type

of farm, will affect thenumber of such corporations found and the nituda

of differences observed between the different types for average per arm

characteristics. Undoubtedly, most of the Wisconsin incorporatid L5IF's with

operationi in More thin one county or State had 10 or more stockholders, thus,

wOuld..11411/4 been classified as "other" awned corporations. Host incorporated

family type farms on the other hand, were classified as being owned by a family.

Only 10% of the Incorporated Wisconsin FFIs, 'however, had agricultural operations,

In more than one county and only 3% had agricultural operations outside the state

(versus 39 and 22%, respectively, for LSIF's).

If this type-of difference is also found for other states, then the number

of other owned corporation farms has been overestimated, and the average differ-

ences between these Earns and those family mined will be greater, perhaps by a

great deal for the other states and for the nation as a whole. Furthermore, this.

type of phenomenon, if widespread, would also have implications for-the concentra-

tion of production observed within product areas.

As an example of what might,be involved hers, assume there are 100 family

owned corporations operating 50,000 acres or 500 ecru per fare, and°there are,

100 other owned corporations operating 100,000 acres or 1,000 acres peg farm.

yeet assume that instead of 100 separate other owned corporations, there Were only

.50 in reality. The acreage operated would remain the.samo, but the acres operated'

per farm would increase to 2,000 acres. Thiele exactly the same typo of 'wha-

10

m operating.vis-a-vie multi-county and state operations.
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Another,prododure followid by the USDA. would hair* similar effects to'that

of enumerating farm corporations by counties and states. This is the fact

that the same individual, family, unrelated individuals or other corporations

may own multiple farm corporations. each such corporation was, of course,

counted and described separately. While it is clear this type of'pehnomorion

',dots, little or no dot* exist on how widospreqd this pattOrn Might be. If

it is found to be disproportionatoly associated with other owned.corporations,

4

it will reducO the amount of average per farm differencs between these corpor-

ations and family owned farm corporations, and the number of corporations eno-

**rated will be greater than.the number of corpOrate fauna owners.

11. While nom. Trend Data Was Presented It Was linintere

Ptoblems of enumeration and information accuracy and the inability

to diothguish between "family" and "nonfamily" corporations suggest this con-

clusion. For a group of 22 states, abotit SO% of all corporations had incorpor-

ated in the period.from 126048. What were the percentages, however, for incor-

porated Pr's, TFIs, LIFF's and LOI.Fts/ This is not known. Another shortcoming

of this.opproach in assessing trends is even if accurate information was available,

it is not known how many form corporations are being discontinued. All that. is

known is the gross growth rate, not the net.

12. Conclusions

On the basis of the.preceding comments, I do not think the USDA survey

should be used as a source of descriptive dita about either "corporate" farms,

"nonfamily" farm corporations or legally incorporated farms generally. Major

questions exist not only about the accuracy of this research, but also the pro-

reduros followeLl in *numerating and classifying farm corporations.

The major effect of a number of the procodurts followed has been to reduce the

absolute characteristics of "corporate" or "nonfamily" corporation forms and reduce

229
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the apparent amount of difference between "family" and "nonfamily" farm cor-

porations. Both of these outcomes, it would imam, would work in the direction

of reducing the extent to which "corporate" or "nonfamily" farm corporations

might be viewed as a possible problem and/or threat to "family" farms and society

as a whole.

B. The 196 Census of Agriculture and the USDA ERS Survey Compared

In 1969; corporations with agricultural production were identified by the

Census a/agriculture. Undoubtedly, in the future, the Census of Agriculture will

become the basic reference source for deicriptive information about legally incor-

porated farm operations for the nation, individual states and counties.. As such

it is important to understand what types of information will be available from

this source, aid what problems might be associated with the interpretation of this,

information. The 1969 Census of Agriculture will be compared to the USDA

survey of incorporated farma since these are the only two sources of nation-wide

data on, legally incorporated farm operations.

1. The Problimo of Enumeration and information Accuiac Should be

The Census of Agriculture used a mail-out procedure in 1969 where the

.(4 A/44 /144actit#
forms were sent to the farm owners (absentee and nonabsentee)e Their mailing lists

were compiled from a variety of sources such as the IRS, ACCS, Social Security and

past Census'. The major goal of the census, of course, is to enumerate all farms.

The extent to which this was accomplished was also, probably, the degree to which
AO

all farm corporations were identified. Assuredly, the *numeration accuracy was

much higher than that observed for the USDA survey. The information obtained about

farm operations should also be much higher in accuracy, since the owners (or tenants -

share-croppers) provided the information, instead of someone not connected with the

operation as was the case qith the USDA surve'.

t')
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2. A Greater Quitity of Information Was Obtained With Greater Detail

Samples of information obtained by the.oensus,,but not the USDA

Were: conservation practices folloWed, production and marketing contract infor-.

nation, machinery characteristics, production expenses and farm owner (or tenant-

sharecropper) characteristics such as emrace, off-farm work and place of nisi!.

dance. More detailed information was obtained on acreage, types and quantities

of production, end, market values of production..

3. Some of the Same Problems of Interpretation Are Found

The Census of Agriculture has divided farm corporations into two groups:

those with 10 or fewer shareholders and those with more than 10 shareholders. For

all practical purposes, these classifications are exactly the same as those used

by theUSDA; hence, 10 or fewer shareholders will equal corporation's owned by an

individual or family (9 or fewer shareholders), and those with more than 10 share-

holders will equal those USDA farm corporations' with other (10 or more shareholders)

.cmners. If no further distinctions are Made between the two categories of farm

corporations (through special tabulations), exactly the same problems of interpre-

tation and effects will be found for the Census of Agriculture information as was

found for the USDA EP .S survey. These problems will be briefly, summarized.

' a. Legally incorporated farms are not anslagous to "corporate" farms

If "corporate" farms are defined as Mar's, then not all such farms

have been included by the census in their categories of legally incorporated farms.

The number of ISIF's wili be greater than that found and inferred from the category

of more thin 10 shareholders. This problem could be overcome, somewhat, through

spacial tabulations.

2(31
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b. It ii not possible to distinguish between "family" farms which
have incorporated' and Incorporated "nonfami/y" or "corporate"'
(MP) farms.

Au with the USDAlurvey, it will not be Assible to distiriguish

between incorporated " family" and "nonfarnily" farms. The tendency un3011biedly ° °

will be to equate those corporations having 10 or fewer shareholders with
. .

"family" farms, and those with more than 10 shareholders with "nonfamily": -This

will be incorrect, however, for the some re*Sons pointed out for the MDA.survey.

Thus, farm corporations with 10 or fewer shareholders will include: owner and

nonKer operated farms, farms with little and a great deal of hired labor, and

generally FF's,-TF's,b1r's and Mafia. Many of these specific types Of,firms

have not been Viewed as "family" farms in the past. Hence, this censtrecategory

should not be equated with "family" farm corporations. ,A11 of the same specific

types of farms will also be included in the census- category of more than 10 share-

holders, hence this category is not uniformly comprised of nonfastily" corporations.;

With the type of classificiation'used by the Census 'of Agriculture for incorporated

farms, it is in fact inappropriate to talk about incorporated "family" and "non-

family" farms. Again, this problem can be:overcome somewhat through special tabu-

lations, since information was obtained on whether the owner lived on or off the

farm and the number of hired workers.

a. The percentage of all corpCrate farm operations viewed as incor-
porated "family" farms will be overestimated

If interpreters of the census information on corporate farms follow

the same procedure'as they followed for the USDA survey, an extremely high percent-

age of all farm corporations will be viewed as incorporated "family" farms. This

outcome will be a result of equating corporations with 10 or fewer shareholders

with "family" farm corporations. As with the USDA survey, however, this will be

an incorrect equation. If the incorporated farms had been classified differently,

2 d2



am quite sure a distinct minority of all.sUCh corporations would be FP's

or farms employing little or 40 hired labor (rrts and Ws). Most would be

found to have hired managers:And hired workers-(14lF1s) apd/or be fame
f .

employing large amount of hired labor (LTpV'etr LpIF"0. Unfortunately,,

howeyer, when the census findings are made public, I am'sPre the headlines

Will read WAlmost411 Farm cOrporations.Family Farman'. would expect

thing on the. order Of 80% of all=farm corporations to'have 16 Or fewer Share-

holders. UAdoUb;edly-i..thist type oiNpformatiOnWill be presented as eVidence

denying the existence of, any problem with"corpOrate" farms by maintaining a
110

veby high percentage of alI.intorpOrated farms are "family" farms which have

incorporated.

d. The classification of farm corporations will reduce the apparent:
amount of difference between those farm corporations viewed as
"'family" and "notfamily"

As with the4FM survey, I suspect the census will find and report

:relatively small, differences betWeen farm torporAtions with:10 Or fosser orHmore-

than'20 shareholders for most farmcharacteristicaverages.' Furthermore, rela-
.

'tiVelk.stall differenceS will be found between their percentages of all incor

',crated farms and their percentage of totals for various farm charanteristics,

Itch as the percentage of all laid operated by corporate farms. The reasons or

explanation for the reduction of sulqp0ifferences will be'exactly the same as

those for the USDA and willnot be repeated here, The effecps will probably also

be the same; of:large relative differences Will be used as,'evidence

. to eupptibt the claim no "corporate " '.farm problem presently eXists',4

. e. The enumeration protedureS will inflate theinuAer Of farmcor-..
porations above that found, by the USDA and will probably redun4
the amount: of difference between:ufamily" and.qnonfamily",fsrM
Corporations

If the USDA survey hadisaChigh leyeld_ofannUreT the previous

OtateMent quite assuredly would be trim. Because of possible accuracy problem, .I
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am not sure the latter part of this statement Willbe observed. The tItle.

icetatement,is based on, differences in enumeration procedureefollOwed between

the two research efforts. Thus; for the USDA it was pOinted out, farm corpor-

ations were enumerated on a county basis. All the operating units within a

county were aggregated, but other operations of the same corporation in other

counties or cOtrael in other states. were counted separately. The outcome of

this procedure was to inflate the number of corporations found, reduce average

.corporate far& characteristics and reduce the amount:of d9ference in average

characteristics between those farm corporations interpreted' at "family" and .

"nonfaMily". These effects were Anereased by.the Censui of Agriculture because
.

all separate operating units were enumerated, thus different units of the same

corporation were. not combined even when found in the same county. This pro-

cedure will result in more separate corporations
reported by the census than the

. USDA. The largest diffirence in number should be found between USDA.other owned

coriorations'and those rensueurAgriculture farms with more than 10 shareholders.

This census procedure will also result, however, in decreased average corporate

fella characteristics, especially for those with more than 10 shareholders; hence

will reduce the amount of difference in average farm characteristics between

those corporations. with 10 or feWer'and more than 10 shareholders.. As with the

USDA, similar effects are also brought about because farm corporations-were not

combined on the basis of ownership, thus even though the same persons or the same

corpoiation owned a number of Separate farm ccrperations, eaCh,/merated

separately. Another effect of prbcedures such as this is to make an accurate

assessment of concentration of landownership and production on the basis of the

published census data impossible at the county, state Or national leVels. To ob*

tain An accurate picture would require that all'farMs owned b'y the same persons

or corporations be combined at the county, state and national levels.
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.4. Information About Trendsin.farm Types

Probably the best source of inforiation on changes in the numbers

and characteristics of farm types has been the Census of Agriculture; Long

time-series exist with farms classified by type of operator: owner (part and

full), hired manager and tenaet. This information shows, for instance, that

while hired manager farms decreased by a quarter in number from 1950 to 1964,

Average farm size increased from 3,439 acres to-4,146 acres, their average

value of land and buildings increased from $128,221 to $554,998 and average

value of products sold increased from $54,592 to $163,117.13 Hired manager

farms are the closest approximation to LSIF 's which can be obtained from exist.
* -4

ant census data. It is rather ironic that at the very time concern has been

greatest with absentee owned farms, with hired managers and hired wdeicers and

0

.

the need for information about these farms the greatest, the Census of Agricul--

/
tore decided to discontinue presenting information on hired-manager farms.

Farms, are now classified in two ways: by the type of owner (individual or

family, partnership, corporation or other); and by the characteristics of the

land operated (all owned-full owner, some owned and some rented-part owner, or

all rented-tenant). All hired manager farms in 1969 were classified as to the

type of owner and according to whether those owners, owned all, some or none of

the land operated. Since information apparently Was not obtained on whether the

farms had hired manages, it appears farms with absentee owners, hired managers

and hired workers (LSIE7s) will not be identifiable even with special tabulations.

It will be possible to cross-classify farms by residence of owner (on-farm, off-
04P

farm) and number of hired workers' (high-low), so it will be possible to obtain

approximations to the faDm types suggested by this-author (FF, TF, LTFF and

LSIF) in a special tabulation.

13Lind Tenure In The United States ----, op. cit., p. 15.

4
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6. No Information Was Obtained on the Business Interests of the
Corporations Owners or the Business interests of the Corporation

While the USDA did Attempt to obtain this information, no attempt

was made in this area by the Census of Agriculture. Without this information,

however, it is not possible to assess or determine which.types of corporations
4

are moving into agriOulture or what the occupations or business, connections of

corporation owners are, and where these owners might be located.
--4,

6. Conclusions

While the 1969 CensuS of Agriculture has eliminated the accuracy pro-

blems associated with the USDA ddrvey,:the same problems of inWpretatiOn are

found, stemming:from the way'in which farm corporations wercolassif$114. One

advantage of the Census material is that special tabulations can be carried out

with farms classified differeht from those used initially. /o, in fact, think

such tabulations should be made and would suggest farms be classified by thilour

types I have suggested. Without special tabulations the major conclusions about

the absolute and relative characteristics of "family" and "nonfamily" farm cor,-

poratiOns will be highly similar to those. from the USDA survey.

IV. Some Characteristics of Wisconsin Incorporated LSIF's

As Professor Wilkening pointed out earlier, we *Is carried out rather ex-

tensive research on incorporated Wisconsin farms. It was possible in this re-

search to obtain information about these farms, their owners, managers and workers

not obtained by:the USDA in its survey or hy the Cenius of 'Agriculture. Following

are some of the findings of this research which it be of interest to you.14

14
This information is summarized from Wisconsin Incorporated Farms I: op.cit.

236.
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A, IF's had an average total work force of 4.2, versus 13.7 for LTFF's

and 15.6 for LSTros.

15. LSTF's were locatitd in Areas and on-farms with lower soil quality and

fertility than nes and LTFF's. This was also reflected in LSIF per

acre market values two to three times lower on the average than those

for FF's and. L§Ires.

C. Over half of all Fr'* and LSXF's, and 42% of the LTFF's planned to

expand the size of thSir operations in the future if land was available.

D. Major differences existed between the typos of farms in their areal of

production for sale, percentage of production accounted for and acreage

characteristics.

, .

E. Twenty-one percent or the FF'st,badsales in 1968 exceeding 6100,000

while this was true for 54% of the LTFF's and 57% of the 1.6Ir's.

F. FT's had an average net worth (gross Worth or value minus total indebt-

edness) of $183,580, while LTFF's averaged $332,738 and LsIres $462,055.

G. Sleven-per cent of the FT and 26% of the LSIF corporations had nonagri-

cultural activities which ranked first in sales,

H. About one-third of the LSIF corporations had buiimes.interests in

addition to agricultural production. About.half of these were involved

in the processing of agricultural products, while 41% were not related

to agriculture.

21
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I. Only about one-quarter of the LSIF's had evolved frost FF's or LTFF's.

The remainder originated from outside. of farming.

J. About 90% of the FF and LTFF major stockholderg started their oCcupa-

tional careers in farming. This was true for only 33% of the identi-

fiable LSIF major stockholders and only 19% presently had a farm

occupation.

K. Two-thirds of the identifiable major stockholders of LSIF's were

owners or executives of nonfarm bUsineeses and about 20% were profes-

sionals.

L. One-third of all LSIF's had begun agricultural production since 1964.

V. Some Aspects of Corporate Secrecy Hindering Effective Research.

A more appropriate title for this section, perhips, wouldbe "Problems in

carrying out research on corporations with agricultural produdtion." One of

these problems is, in fact, corporate secrecy, but other problems also exist

not directly related to corporatuolidy.

A. It is extremely difficult to identify corporations with agricultural

operations. Where such enumerations have been made, such as the census, corpor-

ation names and addresses are inaccessible, In Wisconsin 50,000 corporation tax

records had to be reviewed in an attempt to identify those with agricultural

operations. This was an'expensive and time consuming process. If "corporate"

farms are defined as LSIF's, 'these firms are even:AO:re difficult to identify.

Obviously, if farm corporations or L40:::: th. identibl, neither the farms

or their owners and personnel can be studied.

2J8
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D. Even if corporations are identified, it is difficult,,If not impos-

sible, to get their stockholder lists and the percentage of stock owned by

each stockholder. In most cases, this information would have to be obtained

from the corporation's personnel. /t is questionable how readily this infor-

mation would be protided. Without this information, major stockholders could

not be identified or studied.

C. Since social scientists do not have the fOrce of law behind their

research efforts, the good will of, corporation personnel

tstbe
relied upon

to cooperate and provide accurate and complete Information. ile this hal not

besnoa major problem( in our research to date, I suspect the greater the amount

of unfavorable,publicity given to "corporate" farms, the greater the resistance

will become.

D. At present, it is almost impossible for individual researchers to assess

the total characteristics of corporations with operations In mere than one state.

The only realistic possibility is that perhaps the Census of Agriculture could

compile this from information it possesses.

E. While this discussion so far has been concerned with Corporations, another

question perhaps even more important for same purposes is "who owns America's

farms?" or more specifically "who are,the individuals who own America's farm land,

and what are their characteristics?" To my knowledge, this question has ,never' been

adequately answered. The Census of Agriculture, for Instance, in the past has enu-

merated farm operators, not owners. Thus, the owners of hired manager farms and

tenant farms have not been enumerated. Even with the changes in the 1969 census,

tenant farm owners were not enumerated. Farms also have been enumerated on an

Operating unitbasis,not in terms of all farms with the same owner.

11903 0 - 72 - pt.I0 0
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These problems are even greater if corporations are dealtirith. In.order-

to assess individual ownership, the names of corporation stockholders would be

necessary along with their perCentige Of stock ownership. This information

would also be necessary to aggregate alltland owned by different Corporations

with the same stockholders or the same major stockholders. Since land_has not

been aggregated on an ownership basis, we really have no good idea of what the

levels of land and agricultural production concentration are at this time for

the nation as a whole or for individual states.

VI. Wisconsin Research Results Suggestive_ of Community Effects Associated With
A Change from "Family" to "corporate" LSIF Farms

It was suggested earlier that a change from "family" to "corporate" (LSIF)

farms would or might be accompanied by three Specific changes in farm Character-

istics with community implications, These specific characteristics were: absentee

farm ownership; the man: land ratio and the composition of the rural farm work

force. Limited information was obtained in the Wisconsintesearch on what inde-

pendent effects 'Might ba associated with a change from nonabsentos to absentee

farm ownership. Information was obtained, however, suggestive of what changes in

the man: land ratio and the rural fare work force composition would accompany a

change from "family" to "corporate" (LSIF) fares and what the effects of these

changes might be.

C'.......4tatiolhaesintheMan:LandlIdPossible'ffects

Detailed information was obtained the questionnaire survey of Wiiconsin

incorporated farms on the size of each f Is work force and acreage characteristics.

With this,information, it was possible o estimate the man: land ratios of all in-

corporated farms by type of farm. In Witconsin, the incorporated Fr total work force

(owners and family, hired full-time. workeri and seasonal in year equivalent NW

workers) was found to operate an average of 86 crop acres per wan, while the incor-

240
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poratod LSIF total work force (hired mangersfull-time andsesional MYE workers)

operated an average of 117 crop acres per man.
The averages per man for-full -

time owners, hired managers and workers were
140 acres for FF's and 206 ac.'..ci&

.

for LSIF's. These latter figures would indicate 32% fewer managers and full-time

workers were required for each crop acre by 141fli
than FFts.15 Whin type of production was not controlled, such a procedure should

inc ease the differences since LSIF's were
disproportionately found in more in-

tensive types of production. While these figures undoubtedly reflect higher

levels of productivity per
manager-full-time worker for LSIF's, they also indi-

cate rural depopulation will be great in a change from FF's tq LSIF's, unless off-

, set by other forces. If the change is.from average FF's to LSIrls, the loss will

probably be even greater since the
incorporated FF's averaged 335 acres each,

while the average for the state was 101 acres.16 This change in the man: land

ratio and resulting population loss will hive a number of independent community

effects associated with it, all other factors constant. Some of themore important

of these changes or effects will be:

1 1. The number and variety of voluntary, special interest organizations

will decline.

0

2. An absolute decline in church membership and contributions, and perhaps

the number and variety of church related organizations and activities.

isRodefeld, R.D., "Farm Types As Related to the Question of Enhancing and Pre-

serving Rural Communities ", an
unpublished (MI), presented as testimony before

Governor-elect atrick Lucey's Budget Hearings, Eau Claire, Wisconsin,

December, 1070, p. 19.

lsRodefeld, R.D., Wisconsin InCor rited Farm* I: - -- o. cit., pp. 16-17.

21
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3. A reduction in rural farm political power not only locally but also

at the congressional, state and federal levels.

4. Increased abandonment of farmsteads with a resultant decrease in

local tax revenue.

S. An absolute decline in the quantity. or volume of personal and family

related goods and service purchased and possibly farm related goods and services.

6. A decline in the number and variety of community businesses.

7, )(17:44.4.*4.4--k Chlz,..aZi-&.4.- .4) 1A,..k d-ts.ha
4r, .

While these would.somat to be the major effects of a declining wan: lard ratio,

any outcome of rural depopulation could be added to this list.

AS. Chan es in the Com .sition of the Rural Farm Work Force and Possible
Moots

The'genoral concern here is with the nature of thelrelationships between

the farm population'and, the community within which they reside, These relationships

could have as their referrents other individuals or community organizations and .

institutions. A change from "family" to "corporate" (LSIF) farms by definition

will drastically alter the composition of the rural farm population, Resident farm

owners and their families will be replaced by hired managers, workers and their

families. Major community effects or changes could accompany such a change in farm

types if the two populations 41+ViFound to vary in the nature of theirrelationships

to the communities within which they reside. The information in Table 3 suggests

such differences may well exist.
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TABLE 3,

Average Community Rplated Characteristics Of Wisconsin Incorporited

FF Owness, 'Hired Full-Time W\ orkers and LSIF Managers, 19703Z

rr
Owner
(30

Full -Time
Worker

' (70)

LSIF
Manager

(27)

Descriptive Information (Respondent)

Ai' 4$.3 42.0 45.0'
Years of education, 11.6 10.2 11.9

Years livid in community 34.8 19.6 16.5

Magazines and newspapers SA 3.4 6.3

.subscribed to

Voluntary Organisation Membership

Total (Respondent) . 2.1 .4 1.5

Total (Husband and Wife), 3.5 .6 2.4

Total (Family) 4 6.1 1.9 6.4

. Number of school activities 5.2 3.2 5.9
(Children)

Church Related Characteristics '

Per cent Members 84.0 84.0 96.0

Contributions per week $ 7.178 $ 2.10 $ 7.87

Political and Public Leadership
Participation

Per cent with a "great deal"
of interest in local politics

32.0 10.0 26.0

'Number of 11 political activi-
ties participated in

4.2 1.0 4.3

Par cent of $ recent elections
eligiblo for and voted in

80.5 48.3 69.0

Author of 11 public leadership
politions ever held

470 .17 .81

Economic Characteristics

Cross family monthly income $3574 $ 621 $ 1765

Net family monthly bleb's* 9117 517 . 948

Net worth (gross worth Minus
indebtedness)

$123,850 $ 15,676 $ 61,675

;2,4 3
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TABLE 3, continued

FP
Owner .

(3e).

Level of Living (Member of 20
items possessed)

Support of Local Businesses

Per cent of 11 p414%onal
goods bought locally
when available

Per cent' of 11 farm goods
bought locally when
available and applicable

56.4

Full-Time
Worker

LSIF
Manager

(70) (27).

13.14 15.9

. 56.5 62.4

/ 143.6

It was found in the Wisconsin research that approximately 88% of the incor-

porated Lsir work rce was composed of hired workers (761'efu11-time) and 12%

hired manaiers. e major Comparisons In'Table 3, then should be between IT

owners and hired full-time workers. A comparison of thloVsverage community related

characteristics of these two groups suggest& the following community effects would

accompany a change from Frs to Ls/r4A, all other factOcs constant:

1. 'Levels of age, education, residential stability and information
possessed will decline.

2. The number and variety of voluntary organizations will decline and
the Support of extra-curricular school activities will decline.

111.
17

The figures appearing in this table were derived from V.A. Wilkening and
M.D. Rodefeld, Wisconsin Incorporated Farms II: Characteristics of Resident
CyperlIjiKetirlakilluxttlired Workers, Center anliiiiiia-sociologyi;--NI)
Department o Hamel Sociology University of Wisconsin, Madison, December,
1971 and previously unpublished data.

-4
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3. Church membership will remain about the same but contributions

will decline.

4. Interest in local political issues will decline and political
participation will decline.

5. Economic -.stratification will increase, level of
decline' and the amount of revenue available to
local
decline',

will decline.
I

6. Little change will occur in the extent to which
family related goods and service& are

(
rchased

community.

living'will
be spent in the

personal and
in the local

C. Conclusions

Differences in the man: land ratios of IT's'andLSIF's and differences

in community related characteristics of the work forces\associatod with these

two farm types suggest rather major community effects will accompany a change

from one type to the other, all other factors constant. The magnitude of the-

'effects will vary depending on the size of the community'q,population Center

(orAhe proportion of the community's population rural farm), the proximity of

the community to larger population centers, and the amount of nonfarm employment

available. The magnitude of effects will be even greater to the extent

LSIF's employ seasonal or migrant workers rather than full-time year round hired

workers.

D. Effects Associated With Other Farmiallams

If these are 4n fact the major causal variables at the farm and community

level, than a number of additional interesting questions are suggested. For

Instance, what effects would be brought about in communties where "family" fal4s

Were replaced with LTFF's7 this is a legitimate question since it appears there

is a trend toward larger- than - family farms as.defined by amount of labOr hired.-

For Instance, these farms accounted for 30.4% of all farm salis in 1959 and*35.4%

in 1964, Their percentage of all farms Increased from 4.5% to 4.9% in the same

2 4
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time period.18 Eighty- nine ,per cent of the incorporated LTFFwork force was

found-to be composed of hired full-time and seasonal man year equivalent

workers, almost -exactly the same aiefor LSIF's.19 The man: nd ratio for this

type of farm also will undoubtedly be found to be. more similar to that of LSIF's

than FF's. To the.extent thse'two characteristics of LTFF's approximate those

for LSIF's then the same community effectira function of these characteristics

will also be observed. The only major differthce between LTFF's and LSIF's is

that LTFF's do not have absentee owners; hence, the effects 4 function of this

characteristic will not. accompany LTFF's. The point, So/ever, is that the bulk

of community effecttassociated with a change from FF's to LSIF's might also

*
occur with a change from Ws to LTFF's. ideally, research should be carried

out on the effects of this latter change also.
4.

Another point worth making is thatff's are also getting larger and have a

decreasing manaand ratio. Wen if,aX1 farms other than FF's were not

allowed, rural depopUlatiOn unless. off-set by other forces, would *till occur

*long with thje community effects a function of population logs. An important

point, however, is that population'Aoss will be minimized with either Ms or

TF's, and FF's will nett have those effects associated with absentee ownership and

a high proportion of the work fOrce which is hired Workers.

VIZ. Comments on Professor Coldschmidt's Stud of Arvin and Dinubt

'As pointed out earlier, Professor Coldechmidt's 1948 study of Arvin (large

farm) 8Di Dinrils (small farm) has been thq only study which has directly addressed
1

the,question of 'What effects would accompany a'change from "family" type farms to

18
Nikolitch, Our 31 0111srest'Varms,AICAII, p. 39.

19Rodefeld, R.D., Wisconsin incor.orated Farm 1: ----, p. 75



InOnfamily"-oz: "corporate" farms. Given the basin interrelationships between

a mammunitylz population cent& (especially smaller-,centere) and the farms in -

. .

the community'shinterland',I find it quite surprising SO little research has
s

been carried-out on the nature of this relationship.. If such research had .been

IP
carried out, we wOqld be in a better position tcspec' what effects,at the

ri

community level, lacier what conditions, would accompany a change from "family"

to "Corporate"*(LSIF) farms.'.

The major findings of Professor GoldschmIdt's,research are well known and

will not be repeated here,, Instead, the applicability of this research to the.

contemporary concern with r'corporate".- (LSIF),farms will he.examined4 First,

studies such 'as Professor Golaschmidtts should be carried: out in other regionS
.

of the country to test the generality of his findings. The communities and

region studied by Soldschmidt vary.in significant ways from most parts of the

country. For instance, the types'of production were very labbr intensive (grapes,

I

fruit, vegetables and cotton); large numbers of seasonal .or migrant workers yere

used and irrigation was'used., Would the same general effects of a change from

"famUyi!,to :corporate" (LSIF) farms be Observedin other regions of the country'

with different characteristics, for instance, the corn, wheat and dairy belts?

wrWould the magnitude of the effects be the same?

Second; toldschmidt controlled on certain factorsyhich themselves wilfin-

fluence the extent fb which farm'changes have an effhot on the total community.
s

For instance,: hoW would the effects observed by Goldschmidt been affected if the

population centers had been larger and the rural-proportion of the total community

population lower? How might these effects been modified if'the communities had

been within commuting distance of larger population centers?

Third, in controlling fot population size, land in farms and types of production'

to a lesser degreeoldschmidt essentially controlled for the-population density

4
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or man:land ratio of the community's rural hinterland. I have suggested one

of the major changes from FF's to LSIF's might, in fact, be'a reduction in .

the rural farm population density. Since this change would hive mejor4com-

munity implications on its own accord, research should determine whether eew
/. 41777

, and what the magnitude of this reduction might be. This

should be done for all majorktypes of production.

ioirth, while scale of operation was isolated by GoIdschmidt as, the major

causal variable,, the specific farm characteristics given greatest causal6sig-

nificance were the proportion of the total,wid.k force wage-laborers and the

.proportion of farms absentee owned or tenant operated. What are the independent

effects, and relative weights, of these variable,: however? To what eictent, for

instance, would the same effects been obserVed itatirvin bad the proportion of

I°... 6

absentee ownership Ban the same as in Dilluba, but the proportion of the work

force wage-laborers remained the same? If absentee ownership, man:land ratio

and occupational distribution1re viewed as three of the more important farm

characteristics affecting community c4g4oteriatics, what are the independedt

effects of variations in each

rifth,41. good.deal more must be known about the causal"relationship between

the, proportion of the work force hired labOrers,and community characteristics:

Goldschmidtsuggests levels of income,. eduCationi residential stability and com-

munity loyalty might be among the more important variables here. If this is

true, as theta characteristics increase over time, the community situation should .

Improve. But how Much? Which variables are most important? To. what extent will

such improvements off -set the,4441.loss which occurs when FF's are replaced

by ISIF'S?

er



It would also be dedireable in future research to study speCifio'communi-.

ties, where 4 change had oceuredfrom "family" to "corporate" farms. Professor

GOldschmidt attempted to date:Mine what effects would accompany such a change

by comparing the charaCteristict of two communities at one point in tiMe which

varied in their farm types but were similar in other baiic characteristics.

This procedure, even when as well done as by Professor Goldschmidt, has its

reservations and shortcomings. The surest and least questiopable procedure is

to =niter the effects of such a change as it occurs within a community. Another

similar procedure would be to find communities where a change had occured from

"family" to. "corporate" farms and carry out a social and economic reconstruction

of the community characteristics preceding and following the change.
.

VIII. Proposed Research to Determine the Effects at the Community Level of

a Change from "Family" to'"Corporate"'(LSIF) Farms.

A. The Problem

It would'appear that if present conditions remain unchanged, a high'pro-:

hability exists family type farms will increasingly be replaced by "corporate" or

large-scale-industrial type farms'JAs this change proceeds farms owned, managed

and worked by families will be replaced by farms with absentee,owners and non-

owning hired managers and workerS. There is treason to believe one of the major

concomitants of this change Ali be a decreasingmanaand ratio. The findings

of Professor Goldschmidt and the Wisconsin research suggest this change in farm.

type will result in numerous effects at the community/ level. -These effects will

probably become greater the Smaller the community is. No research has been

carried out, however, in communities which have actually experienced a change from

"family" to large-scale-industrial type farms.

249
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Because neither of the communities studied by GOdschmidt had actually

experienced a change in farm types certain questions could not be answered.

A
.For instance, if the small'firms in Dinuba had actually been replaced by

farms like those in'Arvin there la, reason to believe the Community'of Dinuba

would become similar to Arvin,. But how similar? The social'and economic
-.-

patterns and institutions of Dinuba would be expected not only to resist the

effects of-such 'a change in farm types.but also would employ adaptive mechanisms

to lessen these effects. Since Dinuba had not experienced such a change We do

not know what adaptive mechanisms would be employed, hence we do not*know how

similar to Arvin,4binuba would become.. Furthermore, GeldschMidtts study pro-

Vides no insight as to the process through which'the family farms of DinUba

would or might be replaced with farms like tholitin What would cause the

family. farmers of Dinuba to stop farming? .Were 'they forced Out because of eco-

nomic reasons? Did their owners retire or die? Or, were they induced to sell

by a high offer for their farm? Perhaps the present family farms of Dinuba are

evolving over time to become mobe like those in Arvin. To answer such questions

longitudinal studAks of communities which have experienced a change in farm type

should be carriaLout.

The approach taken in the Wisconsin research is also inadequate to answer

questions about the effects accompanying a change from FF's to LSIF's. Statements

can be made about community change with this apprOaCh if certain assUmptiOns are

made, such as, all other conditions equal or constant. In real life, of course,

these other conditions do not usually remain constant and are usually interrelated

in complex ways. Information from individuals cab be suggestive of what the effects

of varying conditions are and what the nature of. the interrelationships might be

but they will remain as tentative hypotheses until they are subjected to testing

in an actual change situation.,

6
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Another problem with statements about community change derived from indivi-

duals is the contextual fallaCy,. i.e., inferring the properties and behavior of

collectives from the characteristics of individuals. It is inappropriate, for

instance, to suggeet a population of LSIF managers and. Workers in a specific

community will.havE the same community related' characteristics is'those observed

° from a random sample of all such Managers and workers in the state or nation as

a whole.

What is needed is-longitudinal studies of specific communities where a change

has occurred in the hinterland from "family" to largo- scale - industrial' farms.

4
Two such, types of studies could be carried outhwith this approach.- First, the

characteristics of the community before the change,,occurred wduld be assessed.

As the change in farm types took place the community effects of the change would

be recorded. 'When the change Was°completed the characteristics of the community

'before and after the change could be compared. A second approach would be to

reconstruct the relevant characteristics of the community before the change

occurred and compare them the characteristics observed after the change had

.taken place. The first appr ch isthe ideal. while the second is the more real-
.

' B. Proposed Research Design: Four Communities would be selected using the
following criteria. -

. .

1. They would be located in the HidWest-Great Plains regions.

2. They would have experienced A significant PP to'14/F change in
the last 10-15 years.

3. They would have approximately the same size population centers. They
would probably be selected within a range of from 1,000 to 5,000.

4. They would vary by the major type of agricultural production in the
rural hinterland. For the regions suggested these would be: dairy,
livev.:ck, grain and vegetables - canning.

5. They we 14 be located away from major metropolitan centers.

rJ
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C. Rationale for PropoSed Research Design.

While it would be deipeable to study changes from Eros to LSIF's in

all U.S. regions there are some reasons why this change should, particularly be

studied in the Midwest-Great Plains region. The major reason is that the pro-

portion of all fargs which are Frio, is greatest for these regions at thii time.

.Thus, the magnitude of the effects associated with*hhange from Frie to LSIF's

* would probably be greater for these regions than any other. Assunmdly the mag-

nitude of the effects of such a change would be greater than if the farm change

waefrom LTFF's to LSIF's. These regions also account for the greatest percentage

of the value Of all farm products sold and are second in the number of farl.ss and

rural people. (the South is first)..

As Professor gilkening has pointed out there are undoubtedly few communities

in the Midwest or Great-Plaina compoaed entirely of LSIF's. Given this fact, it

i* quite unlikely, any communities will be found in these regions where a.change

has occurred from a predominance of FF's to a predominance of LSIF's. However,

I do think Communities can.be found where within the last 10-15 years one Or a

number of extremely large LSIF's have replaced FF's. I know of one such farm

myself of approximately 5,000 acres which replaced 30-35 former FF'e. This should

be.a large'enough change so that if, in fact, major effects are associated with a

change from FF's to LSIF's they should be observable.*.

Given the larger numbers and importance of LSIF's in other regions of the

country it is tempting/ or would ammo easier to carry this rwtorreh out there.

There will be two problems, however, with such research, First, because of the

differences in types of production (highly intensive Cfruit, vegetables, etc.) or

highly extensive [cattle racches3 ), types of hired workers employed (large inputs

s

of migratory workers) and historical tenure patterns there Will be Major problems

of generalizing from such'research to the MidAriet and Great Plains.
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Second, even though more LSIF's are found in other regions X would suspect that

most of them have been that way for a long time or have replaced LTFF1s. It

actually might be more difficult in these regions to identify communities where

0 a recent major change had taken place in terms of FF's being replaced by LSIF's.

A 10-15 year time period is specified since the shorter the specifi#d time period

the greater the ease will be of obtaining information on the characteristics of

the communitrbefore the change took place.

It would be important to control on size of population center to reduce the

effects associated with variation in that characteristic. The predominant types

of agricultural production have been selected as representative of the major types

of production in the region. This will also allow an assessment to be made of the

relationship between type of production and the magnitude of the effects accompa-

nying a change from FF's to LSIF's. The effects of such a change might be greater,

for instance, for dairy areas ttan grain areas. The approach suggested here will

not only tiscover any such relatipnships but should also be able to explain why

the differences occurred. Ideally, the communities studied would be located away

from metropolitan centers since this is"true for the majority of rural people and

the confounding effects of close proximity to such centers can be controlled.

D. Methodological Procedures: Major Groups Studied

1. Personal interviews.

a) Former Fr owners or relatives (if deceased)
614

b) Present workers and or residents on LSIF's

1
c) Family farm control group: matched with former FF'

d) Selected local business owners and representatives of
community institutions

?,
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2. Questionnaires

. a) Former FF owners (or relatives,of same) if not presently
local residents

b) Present owners of LSIF's (if low in proximity)

c) Farmers adjacent to LSIF's

d) Local business owners

3. Secondary data analysis

a) Local tax records

b) Farm auction records of former Fr owners

O Local farm related buiness data

d) Real estate records

e ) Census data

f) Local newspapers

g) Plat books

E. Major questions to be addressed in the research

1. What differences exist between the former FF's, present LSIF's and

control group farms, for a number of characteristics?

a) Conservation practices

Value of machinery, buildings, livestock, production, sales.

c) Man:land ratio

d) Proportion Of gross and not farm income remaining in community

O Marketing and purchasing patterns of farm related goods and

services

f) Governmental subsidies received

251
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2: What differences exist in the characteristics of former Fr owners

and their families, and those presently residing on the earn* land

and the, control group?

a) Membership and participation in community voluntary organizations

b) Income characteristics, proportion spent locally

c) Purchasing patterns personal and family goods and eery cos

d) Political participation

S) Religious participation

f) bevels of residential stability

t) Education characteristics

h) Population characteristics (number, age distribution, dependency,

ratio, etc.)

Information from interviews, questionnaires and secondary data analysis

will be used to answer the question, "What changes have taken place in

the community since the establishment of IMF's?"

a) Number and variety of businesses and volume of business

b) Tax revenue.

o) Area land values

d) Number, variety and membership of voluntary or anizatiOns

a) Number, membership, levels of participation in churches

f) Political participation

g) Population sire and structure

h) Number, variety and volume of service organizations (doctors,

lawyers, dentists, etc.)

61-131 0- 72% 13, CA 17

A
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Proposed time Schedule

1. Initiation data: October 15, 1972

2. Duration of project: 2 years

3. Tim...Schedule

a) Community selection, site visits, field work 2 months

b) Development of research instruments 2 months

c) Selection of interviewers, training, cons-
truction of sampling lists, identification
of secondary data sources 2 months

d) Study of Community I- 1 month

e) Interviewing in Communities /I - 17
Assuming 160200 interviews at three (3) a day
per community 2 months

f) Col/ection of secondary data 1 month

. Coding, of data, punching of data 2 months

h) Data analysis -Preliminary results 6 months

Final report 6monthe

24 months

G. Proposed 2. Year Budget

Pyoject director; 2 years $ 7,000 per year $ 14,000

Project Assistant: Full-time: 2 years 61 $ 10,000
per year 20,000

Interviewers: 3 for 10 months each m $ 8,000 par year 20,000

Typist - Full-time: 2 years g $ 6,000 Per year 12,000

Travel, Expenses 5,000

Consultants 2,000 ,

Card Punching 2,000

CoMpuiter 4,000

Supplies 1,000

$ 10,060

.256
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Thee. costs are approximitions and could eventually be revised either up-

wards or down. After the four communities have been selected for study and the

initial field work completed it will be possible to specify -the total costs more

accurately. After this stage of the research is completed travel costs will be

known and the apprOximate number of interviews and questionnaires.

I
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United States Senate
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CORMATESECRECY: AGRIBUSINESS

MY

WAIXERGOLDWIREM, Profesior of Anthropology
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I am the author of A study entitlec4 "Small Business and The

Community; A Study in Central Valley of California on Effects of

Scale of Pram Operations" which was executed in 1944 and published by.

this Committee on December 23, 1946 and republished by yOur Committee

in 1968. This study documents what happens to the quality of rural

life when the land is dominated by large agribusiness as (papered

with communities in which independent family -sized and family- operated

commercial farms, of the kind that have been the bulwark of American

democracy, comprise the economic base. Corporate farming has long

dominated the California rural-scene, though there are also areas in

which the land was divided into small family-sized plots and where the

traditional form of American agriculture is to be found.

In the quarter century since the publication of that study,

corporate farming has spread to other parts ameba country, particu-

larly to the American agricultural heartland which has always been the

scene of family-sized commercial farmers. This development has, like

so many. other events of the period, been assumed to be natural, inev-

itable, and progressive, and little attention has been paid to the /

costs that have been incurred. I do not mean the costs in money, or

in subventions inequitably distributed to large and small farmers. I

Sian the costs in the traditions of-our society and ijkurAl institutions.

L
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It is my purpose here to impress Upoh your Committee the need

to examine both the causes and the effects of the increased encroach-

ment of agribusiness on American rue life, and_X believe that you

will find that my earlier itudy n servo as a model for parts of such

an examination. It may be that the social effects oflarge-icale cor-

porate firming that were_demonstrated to have taken place in California

no longer prevails; lt may be that the conditions that obtained then in

California do not appear in the Middle West and South of the 19701s)

and if thib is the case, it is important for us to know. X myself

as convinced, however, that the results of the earlier study will be

substantiated because believe that the causative forces are inexo-

rable; that corporate farming creates an urbanized and impoverished

rural community. If I am right in this belief, then the information

derived from the study of the influence of corporate farming on rural

Iiiican serve as a powerful incentive for reformulating American

agricultural policy. .Thii'will be particularly true if we find that

similar effects appear in.the American heartland, for it was possible

in the 1940's to consider corpogite farming to be merely an aberation

diaracteristic of California, like, its evangelical sects and its

movie star politicians. It Is important to know what is.happening now,

and what is 'happening outside of California.

In order to impress upon you the importanceiof undertaking

such a stydy,.it will be necessary for me to present some of the,

details of the events and khe character of the conclusions surrounding

the earlier work. I will have to be somewhat autobiographical and

trust that I as not yet so old u tole in my anecdotage and can keep

this discourse to a minimum,

I
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I:a.M:an:enthropOlogist while still.a graduate studentI be

interested; in the possibilityYof using thetechniques and the the

of anthropOlogy for the Studyofthe modern. American owssunity,

was suppottedAnsy dissertation by a fund made available by M. 4.

. Wilson, thenT:Directorof the ExteAsion Service, to the Bureau of

Agriculturaltconomici,U:E.E.A. My study l-of Watco, a town in the

San qoarldinVallei, was completed.in-1941. It served as thedisserta-

tion that:waS required for the Ph.D. degree which I recei.ved'An 1942

from_the University of California,' Berkeley, by which was on

the regn;ar staff of the B A E. This study of Wasco showed that the

-;industrialized farming tl? characterizes Sin Joagnin4aAey resulted

in-an urbanized rurarlife; with appropriate revisions it was published

-,under the title, As You Sow, first by Harcourt and ice and Later by

the Free Press of Glencoe, Illinois, which later became a part Of

Macmillan. .

7Shortll after the,cempletion of this study, I was seconded to

a.task force engaged in research on the Central Valley Project nndet

the general direction of Dr. Marion Clair/son, funding'for which was

provided by the Department of Interior.. The Central Valley PrOject
,

Studies consisted of a collaborative effort to provide answers to a

number of basic policy questions resulting from the engineering plans

.0

then underway. Various agencies of the state and federal governments'

collaborated on these studies, and the general results were published

as reports of the several committees, ,One of,these questions dealtlz
with the problems attendant upon What is generally called the acreage

limitation law and the implications for the aPplication of that law

.4



to lends zupplied by waters deVeloped undei the.liant reclamation,T

project in California. This question read, in vett, as follows:. What

effects will this project have.on agricultural economy And rural life

in the Central Valley . : .7

This question is amenable to direct empirical investigation and

it was in partial tespOnSe toit that the study:undet discussion was

initiated. This.study may therefore be considered as back-.
, -

-ground investigation in-the service of the committee dealing with this'

question, The study was fotmulated on strict/Scientific principles

of controlled comparison. "This meant two things: (1) We had to:

select two towns which were comparable in all basic economic charad-

teristics except for the matter of scale of farm operations,- and (2)

we had to establish verifiable criteria for the impact of the diverse

economic organization upon the community life. t..e limited our inves-

tigation to the San.Joaquin Valley, which was the target area for the/
agricultutal development of the Central Valley Project. Fortunately,

Within this area, there is a general comperabilityia soil, climate,

etc. and there are, at the same time, extreme differences in size of

farm operations. On the basis of a number of considerations as to

what elements should be held constant, we ultimately selected the

town of Arvin, in southeastern Kern County, as representative of the

large - scale,, corporate farm operations, and Dinuba, in northern Tulare

County to represent the family farm situation. In each of the two

communities we examined pmblic records, interviewed community leaders,

and ordinary citizens, and took a questionnairefrom.a scientifically

constructed random sample of the population.. This questionnaire was

designed ko givekuS)the following information: (1) household compote

sition, occupation, nature of farm enterprise (for farm operators)

r
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and the 3464 (2) social participation ih community affairs, (3)

a6baemic status and participation, and (4) level of living. In addition

*0:01e information that band mrteam assembled in the field, we had

*cd44te information provided by others on the fol1oWing items: (1)

the Of::the community as determined by a team of rural sociolo-

gists, (2) the size of farms by two measure!: obtained froithe records.,

of the Agricultural Adjustment Agency by econoMittafequipped to analyze

Iudh data, (3). the total value of agricultUral products from the

previous year obtained in the same manner and from the same source, and .

(4) the value of retail sales by major. categories of business enterprise

Obtained from the.state sales tax records.

The difference between the two communities was impressive; they

were set forth in my summary of findingt and should perhaps be placed

in the record here!,

(1) The small farm community supported 62 separate business

establithments, to but 35 in the large-farm community;,

a ratio in favor of the small-farm community of nearly

2:1,

.(2) The volume of retaill trade in the small-farm community

'during the 12 month periOd analyzed was $4,383,000 as

against only 2,535,000 in the large -farm community.

Retail trade in the small -farm community was greater

A by 61 percent.

(3) The expenditure for household supplies and building

equipment was over three times as great in the small-

farm community as it was in the large-farm community.

. The investigation disclosed Other vast differences in

the economic and social life of the two communities,

263
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andaffords Strong support for the belief that small

farms provide the basis for a richer community life,

and p.greater'sum of those values for which America

Stands, an do industrialized farms of the usual

typC

It was found that- -

The small farm supporta in the local community a

larger number of people per dollar volume of agricul-

tural production than an area devoted to larger-scale

enterprises, a difference in its favor of about 20

percent.

(5)* Notwithstanding their greater numbers) people in.the

small -farm community have a better average. standard

of living than.those living in the community of

lar44-acale farms.

(6) Over'one-half of the breadwinners in the small -farm

community are independently employed businessmen,

Persons in white - collar employment, or farmers, in

the large-farm community the proportion is less than

One-fifth.

(7) Less than onethird of the breadwinners in the small

farm community are agricUltural*wege laborers (charac-

teristically landless, and with low and insecure income)

while the proportion of persons in this position reaches

the astonishing figure!'of nearly two-thirds of all per-

sons gainfully emplOyed'in the large-farm community.

e.
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(8) Physical facilities for community living - -paved streets,
. .

sidewalks, garbage disposal, sewage disposal", and other

public services-:-are far greater in the small-farm

community; indeed, in the industrial-farm'community

some of these facilities are entirely wanting.

(9) Schools are more plentiful and offer broader services

in the small-farm community, which is provided with

four elementary schools and onelligh school; the large-

farm community has'but a single elementary school.

(10) The small-farm community is provided with three parks

for recreation; the large -Farm oommunity has a single

playground, loaned by a corporation.

(11) The small -farm town has more than twice the number of

organizations for civic impro meat and social recre-

ation than its large-farm counterpart.

(12) Provision for public recreation centers, Boy pout

troeps, and similar facilities for enriching the

of the inhabitants is proportioned in the two commu-

nities in the same general way, favoring the small-

farm community,

(13) The swill-farm community supports two newspapers, each

With many times the news space carried in the single

paper of the industrialize&farm.community.

(14) Churches bear the ratio of 2 : 1 between the communities,

with the greativnumber of churches and churchgoers in

the small-farm community.

(15) 'Facilities for making ditasioms on community welfare
A

through local popular elections are available to psopli

.265.
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in the Small-far* community; in the large-garm Community

such decisions are in the hands of officials of the

county.

The body of the report Presents in detail the statistical infor-

mation regarding these differentials jilst summarised..

The body of the text had also to perform another task. While

the study was built on the principle of controlled comparison and

ove4 effort was made to avoid the existence of other independent

differentiating factors that might account for these variances, the

reel world does not provide a perfect natural laboratoryaand it wax

necessary to examine other potential factors. It was-, for instance,

very important to disdover that the economic base of the two communi- :

ties was virtually identical (there was *bout 4):differencein gross

farm income). The impoverished appearance and the impoverished condi-

tion of the Arvin residents could not, therefore, be attributed to

relative economic poverty as measured by the objective criteria

available to us. This recognition of the economic base is a very

significant finding, for if you had visited Arvin and Dinuba at the

time, you would certainly have thought that Arvin was in a virtual

economic Appalachia rather than a town in the richest fertile valley

ofrour country. I want also to emphasize another point here; namely,

4`e
that this economic information was developed by economists, not by

me. It was therefore not affected by any bias, conscious or uncon

scious that I might have had, and which X was-accused,of having been

guilty of.

We had also to examine the implications of the4fadt that Arvin

wai a much younger town than Dinuba andthat it might be argued that

rt
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the facilitioS that characterized Dinuba had Simply not yet been

developed in the younger town. Fortunately, we were able to develop

data on the history and growth of population, using such reasonable

measures as the daily average attendance in schools. We found'that

when we shifted the time date twenty years, the growth patterns of the

two towns followed a closely parallel curve. We thus could show that

many of the'facilities which had appeared in Dinuba quite early on

that growth curve did not appear in Arvin until much later and in

many instances had not, at the time, appeared there at all (this`

information is set forth on figure 20, page 99): We also could make

cOmparisOns between Arvin and other towns (inCluding Wasco, the sub-

ject of my earlier study) to shois similar differentials and to

demonstrate that the differential between the two communities could

not simply be attributed to the age of thp two towns. I find it

remarkable that after the study was published, its critics kept

reiterating this hypothesis that Arvin was merely a younger town.,

completely overlooking the fact that I had effectively made this a

meaningless argument by the data in the report. Thus, for instance,

the,late Senator Sheridan Downey, in a privatily published polemical

book dealing with the Central Valley Project, called They'Would Rule

The Valley, bases his critique largely on this sumption.

I should say that we were never satisf ith the idea of

making a comparison of two towns only, but had from t tset planned

a second - phase, of the study. We were prevented from doing this.

The story of why we were so prevented is perhaps more rivealing of

the problems derived from large -scale operations than would have
.

been the researoh itself, and I must therefore review these events

201
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briefly. But first I will describe what the second-phase of our study

was to have been like. AP."

Using the differentials between Arvin and Dinuba, we intended

to develop something like an index of coimunity quality. This index

(or the several items analyzed separately) would be based upon the

salient differences found between Arvin and Dinuba, but consisting

of items that could readily be obtained either from pUblished

sources, by direct inquiry, or by direct observation. We had in mind

such things as: The number of churches, civic organizations and

extra- curricular school clubs such as by Scouts; acreage in public

parks; number and kind of retail outlets locally available; the

existence of such institutions of democratic concern as a town

council; the existence of such important local enterprises as news-

papers and banks; the number of teachers residing in.the community

and their average length of toners. In short, this index would have

consisted of thoie elements that are the external expressions of the

qualities of good rural community. Once we formulated such an index,

it would be possible to plot the values obtained against the farm

size of each of the 25 communities in the San Joaquin Valley, as

listed on Table 1 of the spsdy. Thus we mlfht have created a scale

representing the summation of these elements so that a high score

placed a town at the Dinuba end and a low score at the Arvin end,

and shown that this diversity. correlated negatively with size of

farm. Or, we might have discovered a kind of cutt,off point--when

farm size exceeds a certain level, all or most. of these items dis-

appear from the local scene. We donItSinow because, as I have said

I was not allowed to engage in this phase of the Work. But you can
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readily sae that this would have been a powerful tool for the study of

the relationships that I, as a Public servant, had been asked to

examine.. It would, incidentally, have had another effect; de-emphasis

of attention am the two towns as such. (I haVe always felt that it

Was a matter of some unfairness that sO'much emphasis was placed upon

w the town It an individual sociai,entity; I certainly had nfitherthe

desire nor the intent to cast aspersion* upon the citizenry of a

community.)

I was ordered by myBureau.chief in Washington not to under-

take the second-phase of the study. He did do in response to a build -

up of pressure frOm politically powerful circles. These same Sources

of influence would have, as a matter of. fact, preventeethe publication

of the report itseli, had it not been for the existence of this impor-

tant Committee and tho..ee4ons of the late Senator Murray of Montana.

I was told, Mr. Senator and gentlemen, that the offidial.manuscript

of the study was literally in the file drawer of the desk occupied

by Clinton Anderson, them4he Secretary of Agriculture, and that it

was released td Senator Murray only upon his agreement that there

would be no mention anywhere in the published report of the Department

of Agriculture. It was in response to this directive that I forewent

those appropriate and traditional acknowledgements to the many

colleagues and coworkers who had made ttlisatudy possible:and emit-

easeful. (I hope that soma of these may teed this testimony and

accept this belated explanation for my apparent oversight, along

with *y apologies.)

I could regale this Committee beyond its endurance with stories

about this public pressureas for instance Our small research team

2.6'9
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...

(myself and two enumerators, one of whom was my wife) listening to

ourselves being vilified on the radio each noon, as we ate our lunch
. .

in Dinuba's pleasant little park, by the newscaster sponsored by the'

Associated Farmers of California. This regular entertainment was

brought to a close only after I took advantage of an equal.time pro-

vision and snowed his charges on radio time paid for by the Asso-

ciated Farmers hemselves. 'The columnist, Sokolsky, devoted a

column to us at 1 ast once, the comitentator Fulton Letitia, 4r., de-

voted a half -hour broadcast to us, while the urban presses of San

Francisco and Los Angeles (hardly disinterested parties to the

issue themselves) made repeated attacks and the conservative agri-

culture press carried on a constant barrage of complaint about what

they called our "dirty'rug questionnaire." This was the viiible

part of the pressure. .
.r.

You do not have to take my word for this. Twenty years after

the study was made, Richard S. Kirkendall, an agricultural historian;

gave the incident a full, heavily footnoted treatment, which sets

forth rather fully the efforts to discredit the work--though I

must say I find the article over-researched and the problems involved

under-comprehended. lirkendallta article should be placed in the

record, and I submit it for inclusion in the published Hearings.

It is entitled, "Social Science in The Central Valley of California;

en Episode" and published in The California HistoricalSocisty

quarterly in 1964.

Whlle Kirkendall has shown some of the lengths to which the

opponents of the acreage limitation law went in their efforts to

discredit the study, he doss not tell the full story, despite his

214 O
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excessive use of referencei. Hs takes no note of the fact that I was

not permitted to carry out the second phase of the study,though

there must certainly have been something in the record on that too.

He notes that I do not reference the Department of Agriculture, or

any of my collaborators in the study, but he is unaware u to why.

Her*, perhaps, there was no written evidence. Actually, Kirkendall

does not seem fully aware of the issues, for he writes as if he thinks

of the Dinuba farms as marginal operations, which was by no means the

cue. But my most important criticism is that, by trying to remain

above the issues and deal with the matter in an unpartisan.way,and

chiding me for my "eagerness" and "passion," to use his words, in

presenting the case, he does not seem to appreciate the moral issues

of censorship itselfAnd censorship it was He quotes some of the

BAB personnel in saying that I had disregarded contrary evidence, but

he does not say what contrary evidencefor the fact of the matter

is that none.was ever brought forward. He also reiterates the

argument that Arvin was a younger comounity and does not acknowledge

that the report shows that this argument simply does not hold. There

was passion in my response to the actions to suppress the Arvin-Dinuba

findings, but this was not the passion to propagandise as he implies,

but rather it was the passionate belief in the right to make the

investigation and the right to report its results. It was a unti-

e ment that led me to believe -- perhaps idealisticallythat if the BAB

could not execute and publish such research, than its demise would

be no tragedy. It was this sentiment which was largely respontible

for my leaving governmental research.for University teaching, at no

small financial sacrifice.

GI 190 0 79 - p1.0A 10
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I might add that, as a scholar from another discipline, I am

bemused by the fact that Kirkendall was so involved with the tradition

of his craft of historian, that he purposely Limited himself to the

116.

written documentation, making no effort to contact me or those col-

leagues who might have helped him to avo his many misconceptions.

In my mind I have written a response to him with some such title'as,

"Social Science in The Central Valley; Response from one Prematurely

Interred in His Grave." 0

Though Kirkendall misinterprets mm and misrepresents my.

actioni, he does document the fact that the DAE vascilated and

temporized in the handlineof the affair. As you know, the°agency

suffered a massive curtailment of its activities at the hands of

Congress and ultimately has eliminated its sociologically- oriented

research programs entirely.

There was one effort made.to answer the Arvin-Dinuba study.

This is a report entitled, "The Arvin Area of Kern County; an

Economic Survey of the Southeastern San Joaquin Valley in Relation

to Land Use and the Size and Distribution of Income." The study by

two economists, Cecil L. Dunn and Philip Hoff, was according to the

mimeographid copy in my files, "Prepared for the board of Supervisors

of Kern County and the Water Resources Committee of the Kern County

Chamber of Commerce. The report fails. to face any of the issues

really raised by the Arvin- Dinuba study, but rather discusses in

detail the nature of economic expenditures in Arvin as compared with

other areas of Kern County.

From the standpoint of the Kern'County Charibor of Commerce,

apparently, the aspect of my research which really hurt -was the

22.1
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evidence of curtailed retail trade and the consequent diminution of

commerical opportunities- -not the absence of social amenities or

democratic institutions. Thus the Neff-Dunn stud tried to show

that trade was as great, but took place in Bakersfield and other

urban centers. Thus efforts to suppress, to refute, to discredit

and to defame the study (and occasionally myself and some of my

associates) came to nought. Nobody pointed to inaccuracies in the

data; to failures of analysis, or to the evidence that I was said

to disregard. The study has entered into the documentation on

rural life as well as with the discourse on farm policy. It was

made the subject of a Public Affairs Pamphlet by Carey McWilliams

and was extensively used in the posthumous book of the late Senator

Estes Kefauver.

As a scholar and scientist, I take particular pride in the

fact that it was not only favorably Ireviewed in the academic journals,

but was extensively quoted in several of the leading textbooks that

came out shortly afterwards, including: (1) Jessie Bernard, American

Community Behavior. Dryden, New York, 1949, pp. 28-9 (2) Lowry

NelSon, Rural Sociology, American Book Co., 1948, pp. 220-21, 2741.

276. Second edition, pp. 274-276. (3) Charles P., Loomis and J.

Allan Beegle, Rural Social System, 1950, pp. 301-3.

Clearly the efforts to suppress, discredit,'and answer the

study were inspired and fostered by those who did not want these data

known. I believe that similar efforts will be made in respect to any

endeavor to replicate the study, in California or elsewhere. It is

for this reason that it is of the greatest importance, not only that

the study be updated, expanded, -and brought to bear on tress such



3.322

16

as your own State of Wisconsin and elsewhere in the farming heartland,

but that it be done with the sponsorship and support' of this vital

Committee of the:United Statei Senate.

I have MiOSsed,the fact that in the. prosecution of the

research we were guided by the but principles Of scientifid investi-

gation. This meart,first, that we utilized what has subsequently

cows to be called "controlled comparison," bringing into field studies

the closest practicable equivalent to laboratory procedures. It

meant also that we were guided by principles of objectivity in all

matters. Such objectivity was expressed in our careful sang*

selection, in our statistical procedures and perhaps most drama-

tically in the source of such of our data, which was independently

supplied by other investigators. There are two other elements in

this research that must bo given doe emphasis.
g

The first of these is that the differences we found between

the two.communities relate back to basic theoretical, considerations

in.the science of sociology; particularly as forMulated in theories

of. urbanization. / do not want to carry, you toideepinto these

theoretical waters, but let MA point up the fact that urban social

systems are characterized by heterogeneity tether than hemogeoeity, by

differentials of status and power, by depersonalization of social

interactions and by social isolation and alienation.(,422my Wasco

study, as I have already pointed out, I showed that the indus-

trialisation of farming had the effect of urbanising this rural

community--henc$ its title, As You Sew. Of course industrialization

is not simply all-or-pone, and the Arvin-Dinulia cc*parison carried

this analysis further, for it showed that as corporate operations

ri 1
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increased; these urbanizing effects are exacerbated; while with

lessened indOtrialization of production, such influences are

'ameliorated. There is nothing mysterious or esoteric about this

relationship. The crucial factor is that with increased 'industri-

.alfbatiOn the population consists of dependent wage labor rather

than economically independent.entrepreneurs: These workers are.not_.

merely impoverished and dependent, they lack the essential power

to formulatecoMmunities of the kind we know in:our farmina'aread,

Increase the corporate-Operated farming and you increase the pro-
o
portion.of.such laborers. rthink that it. is imPOrtant to recognize

that this research relates.tabasio sociological theory.

My second pOint-haS to do with'the tter ofgvalues. There

is great confusion about the relationship be en Science and. values,.
O

It is-generally recognized that the reality c ` lues is not

amenable to scientific,proof; This is clearly the case, for values
- q

are sentiments we hold And share. It is also said that science is

value-free; by which it Ys Properly. ant that the scientist must

set aside his Own values in examini the reality of cause and effect.,

But theseTtwo points have led-Some to assert that'sciencecannOt deal

with values at all. This is manifestly false, for values'regularly
a

4

enter into scientific study. 'For example, the Presidentts current

all -out effort to analyze the causes of cancer operateS on the

assumption that cancer is bad and. that therefore a cure for cancer
-

,

is good. These are values that all of us accept.- Again, when an

economist analyzeS the profitability of an enterprise, he. tikes for

granted that it is good to. make a profit. Nothing the Iplentitt dome

validates the assumption that cancer is bad and profits are good;



what the' scientist. does is to-detarmine the causes and conditions,',

under vjhich good or evil will priVail..

The same approach characterizes the Arvin-Dinuba study, It.
did not prove that .democratic, egalitarian communities with highlevelg

of social partidipation and stability of population armgeod, This

is a value that. we ahafe; it is a matter of comndtment or faith, if
you wish. What my,research did was to assume the values to be real

and to demonstrke the conditions in which they, flourish or languiah.

Most social scientists ha shied away from anything involved with

values. They apparently ear tIlat to do otherwisg would breach the

canons of science, which'must remain value-neutral. It is a non-'

Vision I Aepiorteos_and It is one that has led, I think, to the dullness

and irrelevance of much of isociolOgical research. They forget that
most sniffle+) takes basic Values for granted. In the ,ArvinrDinuba-

study we were examining the conditions. that _support or destrOy ,
these traditional values. It was then merely a matter of ,asking :the

right questions and following the basic tenets of scientific study to,
test basic question against the realities as they existed.

This matter of asking the right questions makes me want to

digress a moment and consider a related problem; namely, the mopt

question of tRe so-called economies of seale. One of the problems

of the Central°Valley Project Study columned the economic s of
farm size and Dr. J. Karl'Lee, then a colleague of mine, analyied the

problem_ in the Central Valley. That study is not so defiktitive as

'would have liked, but it does tell us something about the .economies

tof scale, and what it tells` Us is most important. The advantages by

no means lie so clearly with the .large enterpriSe. It is ittiportant
-

to ask the right questions. oLet mMexplain.

t
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To economize means to maximize returns from a limltted set of resources.

Because the econoMist is habituated to think in terms of money he

translates this statement to mean the obtaining of the greatest dollar

return for the_dollar invested. But there are other things to econo-

mize than money;,there are other investments. 'I do not mean simply

that large-scale operations are often advantaged by such matter as

rebates or discounts on purchases, or by taxedvantages, or by the

knowledge and ability to take adVant6ge of certain government

largesse--though these are certainly facts:ma in the profitab ity,of

.large farms. I moan that we.muWt ask the question as towhei the

returns of food and other farm products perit of land is maximized

in large farms or on family farms; whither the energy of input is

maximized; whether the returns of agricultural products per ,input of

labor is greater in one than the other. in.,other words, are um

economizing use of lend; are we economizing the use of labor; are we:

economizing the use of nonhuman energy input? It is in this context,.

that .t want to quote from the conclusians of the reporti.y. Dr. Lee:

The large and medium -large farms have a slight adiantage
_ : 4 '

over the medium-size farms in Output per unityof capital

employed. Butjudging4roM past performance the medium- 'i,

size summer-field-crop and dairy farms and the mediumtlargeo

fruit farms have the'advantage_oVer othep4ize groups

at studies in maximizing work opportunity, agridUitUrei prO,

duction, and the potential trade, or in maximizing income

for the maximum number of-people directly!dependeptOpon
- ,

agrioulturefor,their livelihood.

I 7.
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The problem of the economies of scale is an important issue,

I think you will find there are real and important questions with

respect to the* that deserve your attention. Certainly there are

those who will say, should you follow a program of supporting a

study on the social effects of corporation farming that "yesPlall

of this is true, but we must learn to lies with the inevitable."

I think that the large-scale farming is more profitable; in the

purely dollars and cents meaning of that term, than is the family-

sized farm, for I do not believe that the growth of agribusiness

would have taken place if this were not the Cafe. But I Wiliere

that this is a profitableness that derives from extraneous factor'

and is not a product of more, efficient use of land, labor, or energy

resources. And theists, I believe you will agree, are the resources

that increasingly we need to economize on.

Let me return to the social consequences of the incursion of

agribusiness into the rural landapape by reiterating the hope that

you will find the means to reexamine this problem along the lines of

My earlier study. As your Committee is fully aware, the number of

family-sized farms is rapidly dwindling throughout the United States

and this change is taking place as a result of the incursion of

large-scale corporations into the business of producing food anal

fiber. I am convinced that this development has been largely a

product of policies of the United States Government--particularly

policies with respect to agricultural support and with respect to

farm labor. .Even if it is a product of "natural" causes, this dots

not mean either that it is inevitable or that it is:progressive.

If, as my earlier investigation indicated for California, it is

4.-.
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deleterious to osimunity life, then certainly we should know this

fact and undertake the. formulation of policies which will stop the

trend that has been taking place. It is important to determine

whether, in fact, those deleterious effects are recurrent.

While I think that my study an serve as a model for such

it
investigations, I am not suggesting a *ere replication of it. There

are certainly differences in,a situation where a community developed

from the outset in corporate farm operations (as was the case in

Arvin) from.onr which was slowly 'transformed from small-farm produc-

tivity to agribusiness dominatift (as is the case in our Mid-West

heartland). Such differences will have to be taken into account

in undertaking a re-study.

I am sure there are other local factors that have to be taken

into account, but those .who have worked in the Middlewest and South

are in a better position than Ito determine this. There also have

been improvements in the technology of research, and I am certain

that the modernasociologist would be able to devise a bottei

questionnaire than the one I formulated in 1944. But these are

details; the basic idea of making a comparison of two towns within

the context of similar. economic and productive promise, differing

only in the scale of operation is a sound method. The second-phase,

Which I so regrettably was unable to prosecute, is also one that 'should

most emphatically be pursued.

I do not think the cost of such a study would be very great.

In terms of that measure of research costs that I often use, the cost

of a moon shot, it would be wry small; I would say it would cost

no more than a tenth and perhaps as little as x hundredth of one

moon shot.
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It-will want the collaboration of economists and-sociologists

,.,for soma%of the data must be obtained ,by specialists in each field.

I will be haiTyto discuts'iurther any details of the research program

as ws prosecuted it in California and am prepared to be of such

help to the study group as *y be desired, within the limits imposed

by the commitments and obligatiqns that I must honor.

I am certain.of one thing, that the prosedution of such

research will be benefitted not only by fiscal-support from this

Committee, but by the moral end, should I say, political support this

Committee can give, and I think that such research, carried out with

the rigor of scientific investigation .and the canons df scholarly.

workr will serve u a powli;ful tool to help us "to cultiVate," if

I may borrow your words, Senator Nelson, "not just food and fiber

but a good culture and a happpyi healthy populace,"
do

rar
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0

My comments will be d ted toward the problem of the relationship

between large-scale and corporate firms in agriculture and the rural

-community including the persons employed in agriculture. These comments.
A

era based largely upon a study of corporations engaged in agriculture in

Wisconsin in 1960.

In order to place my remarks in perspective, I should first like to'

discuss some of the considerations relating to the general problem of

largo-scale corporate farming and the rural community. By the rural

community, I include the people who make their living working in agriculture

as managers or astworkers, those who buy from and sell:to these persons

and those who provide the services required of the people connected with

agricultural production, processing and marketing. The rural community

consists of all those people and firms connected with agricultural products

before they reach the urban market.

a'
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It is important to maintain a level of living and quality of life

for the people in rural areas consistent with that for the nation as a

whole end consistent with the contribution made to the society by the

people in IIMMMIlareas. It is because the rural areas of this nation lave.

great difficulty in maintaining their standards of living and of services,

in the face of a declining farm population that we have reason for special

concern. The corporate enterprise which enters a rural area replacing

smaller owner-operators with hired manager* and workers who buy and sell

outside of the community adds to an already serious problem in many

communities.

Some of these problems pertain to the temporary adjustment of the

person displaced as farms are sold. Aut, the more serious problem is

in part an ecological one and that is how to provide adequate services

to fewer people in rural areas without increasing greatly the time and

cost of providinithem. Improved roads and Communications have increased

the distance to which rural people can go for trading and for services.

Consolidated schools and buses have put rural children into larger

schoois.4 But, when the number of people who buy and sell and who use local

services deer aaaaa bedause some carry on their transactions outside the

locality

sumair, it places a double burden upon those who remain. In effect,

fewer people must maintain the services of the community with the cream,

of the business and support going elsewhere.

The influence of the absentee owner was pointed out by frofeisor

Goldschmidt in his study of Aryin and Dinubal About two-thirds of the land

0.
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foi.
owners in Arvin, the large-scale IIIiiipcommunity, lived outside the

Community while this was true for loss than one-third of then land owners

in Dinuba, the family-farm community (GO)4schmidt, 1940. This is one of

the most distinctive differences betwein the two communities. This tends

to create a kind of "vicious cycle." The mart wealthy who live outside

and who do their business outside a coemunity, the poorer the services

bodomei and, the poorer the servides become, the fewer the people wh islorioAdr4040.

want to live in the community if they can live or.do their blisinesse,

So, the effect of the shift of resources outsids'a

community tends to sat forces in process which are accentuated over tint

unless there are counter forces operating!

This is part of a more general problem of how to prevent centers of

population and wealth from exploiting.the periphery (Weintraub, 1971).

This tends to occur in the exchange between rural and urban areas but has

been offset in part by various programs for the benefit of farm amp rural

people. But, as often happens, some. programs designed to benefit thi

average farmer turns out to benefit those who already have the most land

or other resources (Tweeten and Schreiner, 1070). More study is needed of

the extent and nature of exchange between rural and urban areas and how

inequities can be alleviated. This includes the transfer of wealth from

rural to urban residents through inheritance, the exchange of goods end

the migration of people between rural and urban areas and the education,

skills and wealth which they tike with them. Information is needed on

the factors affecting the availability and the costs of iervices in

rural areas for the purpose of developing policy Which will prevent

6
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fa affected by the exodus of people and

the transfer of wealth and business dealings to larger centers.

I have deviated somewhat from the topic of the impact of large-.

scale corporate farming but it appears to me that we must pleceithe problim

in the perspective of what is happening to the relationship between the

centers_of power .and Wealth and the wider geographical areas upon which

they depend. This is a problem within urban areas and within rural areas

as well as between rural and urban areas.

Now, I should like to return tosome of the finding's of our study of

corporate farming in Wisconsin from which will be elaborated in more detail

by Professor Rodefeld. Our purpose was to study the characteristics of

incorporated farms and of the resident aners, hiredDranagers and hired

workers on those farms. 'iihile we did not'include in the study non-

incorporated farms, we did make comparisons with data from a cross-section

of farms in Wisconsin interviewed for other purposes. /be findings from

our study are contained in two reports-7one on the charadteristice of

the farms by Professor Rodefeld (1971),and one on the characteristics of

the persons managing and working on a sample of these farms by myself and

Lrc,cessor Rodefeld (Wilkening and Rodefeld, 1971).

In our study we identified 56$ corporations which were engaged in the

prc.,:actIon of agricultural products ig_196 11, liminating 39 sod farms,

nurseries, Christmas tree farm e etc.,left 529 which produced food or

fibre. ..:From this group we drew a sample of 110 farms on which we inter-

,

4 viewed the principal managerin charge of the day-to-day operations and from

one to three full-time workers making a total of.70 workers interviewed.

2 84
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For purposis of reporting the results, we cl'assified the farms into

three groups: (1) those on which the owner or owners lived onthe farm and

managed the day -to -day operations end together with their families per-

formed most of the work on the fat, (owner-operator farms); (2) those on

which the owner or owners lived on the farm and managed the day-to-day

operations but hired most of the labor (owner-manager farms); and (3) thou

on which the owner did not liveon the farm and hired managers in charge

of the day-to-day operations (hired- manager farms). The first type, the

fsMily farm, is little different except larger in size than the average

non-incorporated family WM. Of those interviewed, 34.6% were owner -

operator farms, 40.9% owner-manager farms and 24.6% of thehired-manager

typo.

Because of the relatively few large-scalo incorporated farms and their

scattered distribution over the state, it was not possible to determine

directly their impact upon rural communities. Such studies can be made

more effectively in those regions of the country where a high proportion

of tps land and the farms are of that type. With some exceptions the

dairy-farming areas of the Upper Midwest have not attraotedsmany large-

scale corporations.to date. ....mpormarmirmommolimirrrim,
The dairy herd, re-

quiring daily care.and labor is still primarily a family operation. Only

in Central Wisconsin are the combinations of land values, productivity,

topography and other conditions such that a high proportion of the farms

might become of the large-scale type.

2 8;.1
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The point is that we era dealing,with a phenomena, the effects of

which are difficult to observe and to measure.. This is in contrast to

certain areas of the West in which the patterns of large-scale corporate

farms are more pervasive. It is for this reason that the focus of our

study. was upon the individuals and the families involved in corporate

farm rather than upon the communities. However, the results tram our

study should have-implications for communities. To the extent that income,

levels of living, work patterns, satisfaction with work, buying and !oiling

habits and social participatiOn differ for the different typos of farms

and foi the hired workers as opposed to the owners and managers inferences

can be drawn for the communities in which the farms are located.

I will report om.a few of the findings of our study pertaining to

the characteristics of the individuals and families on the llb farms in-

cluded in the study.. Remember that our study included only 25 farms with

absentee owners and hired managers and workers. Bemire not able to obtain

interviews with the managers and workers on at least two large-scale

corporations involved in potato and vegetable crop production. I suspect

, that this refusal to cooperate is an indication of the desire to withhold

information which they feel should not be made public despite our promise

to maintain confidentiality of information on specific individuals and

firms. Both corporations had headquarters outside the State of Wisconsin.

I must add that both of these did complete a brisf-questionnaire.sent

to the principal ocficer of the corporation although eons others did not.

According to our survey, the persons who managed and did most of the

labor on their farms were not greatly different in their personal, social

8 ti
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economic characteristics as compared with the 'average farmer in the State,

although their farms and incomes were larger. However, those whb owned

and managed but did less than halfthe physical work on the farm were

better educated, more of both husbands and wives had been reared in towns

or urban centers and more aired in town or very close to town than of the

owner - operators.

The family becomes less involved in farm work and decisions the

larger the farm. Three times as many of the wives of the owner-operators

helped with farm chores than of the wives of owner-managers and twice as

many'(half as compared with one-fourth) of.the owner-operators assisted

in keeping farm records. Wife's involvement in farm decisions and

involvement of children in farm chores also decline with site of farm.

The wives and children of hired managers tend to be involved in farm

work and decisions less than on the owner-operited but more than on the

owner-managed farms. For the most part it appears that the hired managers'

are persons who have lived in the communities a considerable length of

time and their families were interested in and involved in the farm enter-

prise more than the families of the owner-managers but less than the

families of owner-operators.

Satisfaction with work should be some indication of the opportunities

' and the rewards which the different types of farms provide for those who

live and work on them. It should be kept in mind that we did not inter-

view the owners who lived of the.farm and did not manage the day -to -day

operations.

97.133 0 - 72 phOlt . 19
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Two measures of work satisfaction were employed. One pertained to

the extrinsic impacts of the job--satiefaction with income, opportunity

for making more income and perceived status of the fob; while the other

pertained to the intrinsic aspect' of the job- -how well they like) the

work, felt their work was something they could do best and the extent to

which they were their own bosi. Surprisingly, there was little difference

among the owner-operators, owner-managers and hired managers with respect

*0 work satisfactioh. Actually, owner-managers were slightly lower in

extrinsic satisfaction
o
than either of the other two groups despite the fact

that they owned more land and had larger incomes.

Th. greatest difference in work satisfaction occurs between the owner

and manager groups and the hired workers, although again the differences

are not es,great as.expected. rurthereore, hired workers on terms managed

by hired Managers had slightly higher satisfaction es determined by both

indexes, than the hired workers on farms managed by resident owners.

Responses to two additional questions were also revealing. Hired

managers felt that they had "done the best with their life"'with 44 per-

cent responding "yes, entirely'so;" owner-managers were next, with 33 per-
t

cent, and owner-operators and workers on hired - manager farms next with

29 percent and 28 percent, respectively, responding in'this manner, Only

20 percent of the workers on owner-managed farms felt they had "don; the

/t with their life" indicating that hired workers on farms managed by

resident owners feel themselves at a greater disadvantage than Other groups.

In response to how satisfied they were with their lives, about half

of the owner operators and hired managers were "very satisfied" (54 and 40

28'6
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perdent) while workers on. the farms managed by resident owners were least
41.

satisfied /ith-their livet (23 percepli were "very satisfied "), Owner-
,

4
'managers and workerron farms. managed by:hired managers fall in between with.

36 and 40 percent, riSpectively,, being "very satisfied."

if;i4Ji loss
These IIMIMMINIsuggest that income and wealth)do not necessarily bririg

itliafactiOn: It bay be that those who hdydgitoth power and wealth are in

part'ovictims of/social-and economic.forces which have put them in the

positions,iv whiA they find themsolVeS. The larger farms have more in-

debtedness end are 'subject to as.many stresints as the smaller farms. As

some haveaindicated, once.you -girt. into the business of .expanding ypur.farm

to take advantage of improved technology and to pay off th* indebtedness

on the farm, it is'difficult to know when to stop. An increase in cApitali-

zation places a greater burden upon the manager to make an adequate return

.)
above labor costs.:7The7Mmily farmer may be limited in mabagement, know 7.

ledge and skills without assistance from public agenCies or advisory services.-
.

It is my feeling, on the basis of talking with some farmers and hired3fte
ma'agers and workers, that are more satisfied with leis management

responsibility'and with the assurance of a Steady wage income than as An a

owner-optrator. This euggests that if hired managers a4d.workers on absentee-

Owned farms, including thoseI large corporations, are paid adequate wages
.

and have adequate nousing and services provided by the communities in which

.they live, theyjmay be"more satisfied than the caner-opertors who do no.t

have the skills or other resources to manage successfully unde1resent

conditionh.

so

289
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As conditions affecting agriculture46Ange,.including changing consumer

demands, fluctuating world markets, erqsion and pollution problems and more

serious.: insect and disease damage, the ;mall farmer finds it more difficult

to mkt the challenge and still provide-adequately for his fatuity. But,

.dleither is the shiftte large:scale corpWions an Appropriate Solution to

these conditions. Too oftenAhenktivee for nonfarm individuals and
it

corporations to go into agriculture are not foi the best interests of

agriculture iLfor those. depending upon it. They are crcerned primarily

with increasing their own power and profits and not with the maintenance

. of the natural And human resources. This occurs in a society affd econ my

in which decisions tend to be-bisedupon the advantages for the ind idual

: and for the fitm rather than for the community and for the societ

4triCicint is that we need to createpolicies, and laws to enforce them,

4%.

which peotect the interests of families and communities from the sooial.and

economIc forces which tend to make human welfare secondary to economic'
,

power and profits. We need td.assure the people wholly° on the land of

adequate educational and crther"communitiservices, and future generations

of adequate land and water resources.

.

How these goals can be attained fOr rural as well as for.urbawfamflies.

will.repuiresextelive research. Goldschmidt:s study in California-has

14ovideda landmarkpwthl few studies in the intertsning quarter century to
i

add to it.' Sociologists and economists- have net faced the complex theoretical,

methodological and Value issues 'involved in doing this kind -of study.. But,

we now have the technology and some theoretical' and methodological tools'

for approaching these problems. Recent efforts of a North C9tral Regional

'se
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task force committee under the-Chairraariship of frofessor 'Willard F. 41{ia ller

of the University of Masconsin Agricultural Economies Department is pro-

posint a study of the organization and Control of,,,U.S. food Auction

-

.

And distribution system. The creation of the Center for Rural Devalopmento

at Iowa State UnivIrsity shpuld provide another facility for engaging in
.

this tn.'s. of The problem needs to he approached on R nation-
i

wide blsis which in the past hak been restricted partly by the structure

oithtcoAtizol of research thPough the Sepafate Land Grant Colleges.

Research relating to the cqnsequences of large-scale corporate firms

in agriculture in *elided at three different levels; 'at the level of the

farm to include theindividuals and familiesinvolved in it, at the community

and regional 1w:el, and at the societal level.

Further research is needed on the human relationships within farms-of

different sizes and types to'determine how t 'needs and interests of in-

dividuals in different roles, are affected; This shoUld incl4de studies

of owner-manager and manager-worlgerrelationships'and the relationship

among workers of different- types. Efforts along this line include the study

of human relations on Michigan fruit and'vegetable farms (Noland, 1968),

and the study .of economic and iociaL aspects of labor in the citrus, lettuce

and cotton industey ip Arizona (Padfield and Martin, 1965). Special

Attention needs to be given the migrant workersand how they are affected

by the practiced of agricultural employers: StudiSs are needed of how,

work patterns^ relatioldhips with management and compensation procedures

'''effet,worker's efficiency, stability and satisfaction. For txample, the

proWion of'ghares in the coloration to workers as provided by one

0

c
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! 3Wisconsin agribdainess firm is one type of worker compensation. The role
}

of labor organizitions upon production and efficitncy as well as upon the

security and status of the worker is another arsa'about which there is

little current knowledge, and it is likely to-be an area orincreasing

.future concern on'the part of both producers and workers.

Further research on the effect of the sizes and types of farm organi-

zation upon'the status, security and satisfaction of owners and manaters

and their families is needed. There is some evidence in our Wisconsin

study-thathired managers on incorporated farms are About as satisfied

as the resident ownere"withtheir financial returns and their work roles.

Furthermore, almost esisany of the owner-managers as of the fired workers-,- '
MO

on these farms were least satisfied with the financial aspect of their

job. We need to know the extent to which the satisfaction of persons at

4 different levels in the agricultuial enterprise is affected by the nature

of the internal organization of the enterprise aswell as by the size and

external aspects of_the firm. .

Studies at the community level are needed to consider the affect of

large-scale agricultUte upon the services provided for families at ail

levels. This may need to include larger areas.than the small rural'

community as studied, by Professor GolOcbmidt. Rural people today travel'

much further for all'services. It is important to know what is happening

to the businesses and institutions in thetotal area affected by chenges

in agriculture. There are two aspects of this problem. First, what is

happeningi
V
to the businesses and institutions themselves and secondly, what

is happening to the level of sirvices available to different social and

G.

1?
I'
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economic classes. That there is a decline in the businesses and services

in the sisall centers is almost inevitable. While *consolidation OP

ts-er.
4111111.00.1111.11111111111111nto larger units mAy be more efficient from

the Standpoint of the instutions, the quality Of the service may decline'
.

(OA Day, 1968): 'Nevertheless, attention needs to be given to the adjuit-
.

ment and relocation of individuals and faitiliee effect4d by the consOli-

dation:of services and institutions.:

,
An increase in .the serial and economic differentiation of people

.connected with'Agriculture and the shift to businesses and institutions

in lirger centers on the part of the higher income group is likely to have

a double barrelled effect upon the level of services for the lower income
tt,

groups. It reduces'the number of people supporting the local community t

and it increaseas.the distinctions among those remaining. To what extent 7

the shift of business and other contacts to larger centeprs on the part

of the higher income group reduces the services for the lower income groups

should be determined. Current studies such as those by Professor Glenn

Fuguitt (1971) orfthe growth and decline of population centers in non-
,

metropolitan areas needs to be supplemented with some systematic study of

. specific regions and communities in relationship to e structure of agri-

cultural enterprises in them.

' The studies of regions might be combined the Study of specific

communities within them to determilhe how and why changes in agriculture

are effecting changes in theinstitutions and strvicets. At thispoint

further work needed on the conceptualitAtion as well as upon tIls

measurement of the relevant dimenfiions of the communities and regions. .

tor

O

0



2
3342 .

.1k -15

while the data on buying and selling.hibits and oniocial participation

is essential, this does not tell. us much ebout,the skability ands:ada.pta-

bility of the institutions and of the total community over a period o

time.

001111111.1palmmEW inallfaalegmanr/Mrsily
N '

mipininamounmpummillimaimimmommi Unless

communities isolate themselves from the larger society they need to provide

for innovations and changes in the structureZand types of activities.

=

Changes do not always mean.growth. The'American obsession with

. ,growth must be attenuated. The communities gf the future which are the

most viable and provide the highest quality of services may not be those

which are growing most rapidly. It* May be those which are able to adapt.

their resources to,the basic needs of a certain nunler of people and develop

linkage with.ottler communities to provide thelp services. The queition is

not Ohether etch small community is'going to urvive.'hut whether the
W

society. and the people in iI.will survive, in a way that will provide the

optimum of.goods and services.to all iryops within that society..
s,

Beyond the study -61 the effect of large corporate oysters upon the

,

people in agriculture and in rural communities, current information.is

`needed on ouch enterprises. While lie ;;rates authorize the forming of

cbrnoraions, there is usually little information required by the =States

on these corporations. Since the size end the nature of the corporations

involved in agricultural production has more immediate affect upon other

people than is%true'for the average industrial corporation, it is especially

in the public interest to have information about faimedbrporations made

available to the public. This should includercurreni information on land

holdings and type of business or businesses of all corporations in the
a

State by'eounty or,counties in which the land is located.

2 9
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Needed Retearch Into the Meets
of Large Scale almand Business Firms

on Rural America

Statement by .

Philiplf. Romp
Professor, Department of
Agrieultural and Applied BConomics

University of Minnesota, St. Paul
Before Subcommittee

on Monopoly
Senate Small Business

Committee
Washington, D.C.
March 1, 1972

Large firms and the centralization of economic power have long been

a source of concern in the American economy, but only recently has this

been the wpm in agriculture. 'Apart from some flurries of excitement in

the land-boom and bonanza-farm days of early settlement, there were no

real threats from monopoly power in agriculture until after the second

World War. The Trust-Busting era largely by-passed American agriculture.

?or the past half-century, structural Kaicies"for agriculture have

been dominated by technical considerations. The major advice to farmers

has been to expand the size of their farms. The criterion of success has

been the achievement of lowest unit cost,in a micro-economic sense. In

measuring this achievement, many economic and social cools that areex-

ternal to the farm firm have been left out of account.

With the development of truly large-scale firms in agriculture and

related businesses, it is increasingly clear that questions of farm size

and structure must be answered in terms of their effect on the entire

economic and social system, and particularly, on the rural community. z'

Calculations of costs and returns within the framework of the agri!busi-

nese sector will At provide an adequate basis for comparison of the'

merits or deficiencies of firms of different size or organization.

This statement attempts to set forth some of the key questions

raised by the appearance of firms large endugh,to pose a threat of mono

poly power in rural America. Answers to these questions will require

9tfj
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data that are often deficient, or lacking. Suggestions will be Bade as

to research that'is needed to provide these data, and to equip private

citizens and their political leeders with the information needed for wise

policy formulation.

An economic rationale for the large firm in agriculture the

fact that it can internalize benefits from large scale that fall out*ide

the control of small firms. The use of large -scale equipment is the

ample most frequently cited. Other examples include bulk purchasing of

supplies and equipment at discounts. These result from the factthat the

large firm has greater' bargaining poWer and can bypass conventional units

in the 'retail distribution chain. InCorporation, better accounXinK, and

superior business management practices Can improve access to capital

markets. Large-volume production Permits exercise of market power in the

seli of products. The'abllitY of large firms to internalize these IC814

benefits is the principal reason why farm management advice throughout

the past 50 years has focused on increasing farm size as a solution to

-,problems of low rate: of profit and inadequate family income.

Only in the -past decade has serious attention been give to the fact,

that the large agricultural firm is also able to achieve benefits by ex-

ternalizing certain costs.. The disadvantages of large scale operation

fall largely outside the detisimn-making fromework of the large farm 4

firm. Problems of waste disposal, pollution control, lidded burdens on

public services, deterioration of rural 'social structures, imPairment of

the tax base,/and the political consequences of a concentration of eco-

nomic power haft typically not been considered as costs of large scale,

by the firm. They are unquestionably costs to the larger community..7:.

In theory, large-scale operation should enable the firm to bri44-

Wide range of both benefits and costs within its internal decision-making 4

framework. In practice, the economic and political power that accompanies .

I large size provides a constant temptation to the large firm to take the

benefits and pls. 'on the cost*.

The rural community receives the immediate impact of this ability

of large farm firms to Practice selective internalization of benefits

and' externalization of costs. One of the most pervasive consequences is

that the occupational composition of the population changes. Instead of

A large number of small edtrepreneurs, combining the-functions of manager

and 'laborer, the occupational structure includes a small number of managers

4
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and a large number ofworkers In rural communities dominated by very

large firma, the settlement and housing patterns reflect this increasing-

ly transient. nature of the labor force. The symbol of the large corpor-

ate farm becomeathe trailer house. Community institutions suffer from

lack of, leadership, and from the lack of a sense of commitrivit on the

part of the labor force to long -run community welfare. Those institu-

tions that marline take on a dependent'charattar, reflecting the pater-

nalistic role of the dominant firms. Income levels may stabilize, but at

the exPense of a decline itt local capacity for risk-taking, decision--

making, and investment of family labor in farms and local businalses.

In many cases the rural community declines. Per capita costs of

Public services go up or the quality ofs ervice deteriorates, or both,

and the youth of the community are forced to go elsewhere if. they are to

obtain adequate training, and employment: Poor schooll, poor roads, de-

ficient housing' and limited cultural opportunities tend to be aarociated

with rural communities dominated by large firms. Examples can be found

in California, Colorado, Florida, Texas, the Mississippi Delta States.,

and elsewhere.

A size of community chef can support service staffi for farm supplies

and eqbipment has long been recognized as important to a healthy rural

structure. But staffs needed to service the household hive expanded

greatly in recent years.. A shortage in these skills may bec more criti-

cal than a shortage in fertilizer or feed supply, or in farm equipment

repair and maintenance capacities, in determining the: future viability

of rural communities. Electricians, plumbers, TV repair shops, service

centers for kitchen equipment-these are among the key service 'functions

of communities that aspire, to a service-center role in the future.

It is noteworthy that a-deficiency in the supply of skilled trades-

men of thlit type is often one of the most pronounced features of "com-

pany towns" or conrnunities dominated by few large firms. This differ-
_

ence is clearly evident in Arvin and Dinuba, the two California communi-

tiesostudied. by Walter Goldschmidt in the mict-1940's. Arvin, the large-

farm community, is ahor't of akilled tradesmen of all kinds.

In the early 1960's, farm laborers .and 'foremen were 36iper cent of

the labor force in Arvin, 13 per' cent in Dinuba. Prolessional and re-

lated trade and service staffs were 6 per cetitof the labor force

.4
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in Arvin, 15 per cent in Dinuba. In Arvin in 1960, 19 per cent of the

population Over 25 years had completed high school. In Dinuba, the small-
,

farm community, the figure was 38 per cent.1/

These co6sideratIons auggest that a major area in need of further rill;

search involves the effect of large-scale firma on the education, composi-

tion, trainingon4 balance.of the labor force in rural communities., The

quality of the people is the ultimate test of.a cownunity. Thip should

be,the,central focus of any study that attempts to assess the impact of

lstge scale firms in rural areas.

The effect of firm size on the environment is closely related to

- effects on people. Wbat has ,appeared to be an example of economies of

scale in agri-business production often. turns out on close examination tia'(

an example of sticceasful transfer of pollution control or waste dispoz

1 costs end conselfuences to the neighboring community. Examples include

packing plant and feedlot wastes in livestockifeeding a4'asi water pollu-

tion through heavy use of agricaltur.al:chemicals in irrigated areas,

watershed and water table deterioration where large-scale drainage has

been attempted, and the disturbance of ecological balahce associated with

heavy use of insecticide and related agricultural chemicals.

80 law, thONationA EnvironmentalPolicy Act now reqhires that a

study of the environmentol impact of snyTmajor ederal investment or de-

velopment projedt shall accompany the project proposal. Admirjoble as it

is, this re n . nt fails to cover the many private deVelopmenfal deci-
v

aims that together'may have a greater effect on the environment than do

public investments. This applies with particular fordo to the development

of large scale agricultural firm.. In an urban and industrial setting,

the agencies of government.are'sometimea,stron4 enough to,enforce pollu-

tion control and waste disposal policies 'on large private firms. This is

rarely the case in rural areas. Goverhment is weak, all to often dominated

Ihrucc L. LaRoad, "Arvin and Dinuba Revisited: 11) New Look at ammunity ° -

Structure and the,Effects of Scale of Farm Operations"; unpublished manu-
script, Department of Agricultural and* Applied Econotecs,JUniversity of

linnesota, March, 1970, and U. S. Census of Population, CharacteriattEs.of
1---Oe Population, Part II, Califofhia, 1960..
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..,

,-7,,ipmPreral Cdtmoaties nog reguieter4identi'al lot size and house ''old
. - '111

septic tank installations bu.p'remainunable to cOntrol the pollUtiR.

Caused
, ..., s I-, , A'

d by rilge agriCyltural firMs. ,

.
. .

Therultimate ability oftlarte%scale'firme-to externalize Costip

mdadured by etr,capacity to pass. -on Ooat-Of-;productonjnFraxsesfrto .

consumers. It i 'thisi5ossibilitrthat posAs the poitierious lode-run
,..

threat from large-seale firm; in agribusie4ss..4eliong as' theiejete al-
,

.

1: 7

I

terliptive sources of:supplY from -.3 large nuMber of relatiye1 1144;11-scale

farm, the' me)Mthre of. competition coMplls large firma to Ress,,Oncost

reductioha to the consumer. ...mai* viould argue thit the consumer)las'been

the principal beneficiary of the reMerkable:increepeell agicultUral

production efficiency over the past half- century. TfiejeMily .type far-.

mer,bas beennotoriouely unable to retain many ofthe4e benefiteind'his

relative incp4positlen shows; it.,: -

In this stAicture of large azicI4mall farms, the 'large ;4raaPpeera'

to be efficient,,coat-conacioba,. andthe 'source of much of ourieffietency
1141

in agricultural production. But this couldwell'be,a transitional phase.

If there are only lirge farms, the potentiali for dollesioe, market

nharing',restrictions.on entryof new firms; andoatright supply contNol,

are enormously increaabd,,

It is a. part of our mYthoIo0Y, of large firms that they are efficient.

Butthe key question Ds: 'efficient 'at what? FOt'very large,firma; the
. t,

answer 'is clear; 'At'the exercise of market power,. "tieheie oever'wit-

Reseda the exercise of market powers by truly domiiieet firms in agriculture.
a
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We hawe'only:industrial analogies to guide us. If the large fitie has its

ower base.in the ownership or control of land, there are legitimate-reasons

to fear thatindustr6.analogies may, be' misleading.

There are few lerte.scale businesa firm4'epart from mining and foilest,

products, that,dan look to landevalue appreciation for any sqbstantial

part of'tbeir long-run prospects for firm growth. The situation in ag-,

riculture will be quite different. There is well documented evidence

that much.,;of.the non-farm capitathat hate entered agricpltute in the

past two dedies has,done so in-anticipation of capital gains in iand.

A desire for food is not The only source of the demand for -land thA has

.1.7dveased its price. Rural land is increasingly demanded by a variety of

non-farm users, for residential, recreational, watershed protection, and

many other uses. (-1

. The effects of local monopolies of rural lands in the hands of a fow

large agtibusiness firms Will not be confined to the consumer food bud-

get. It is in his iole,as user Of rural land for eon-food purposes that

the consumer may feel the impact of rural lend ownership concentration

most keenly. Food can be impOlted. The consumer can go abroad in search

of cheaper recteetion or residential amenities, but he cannot import the

sites. The Affects of concentration in agriculture are quite likely to

drive up the relative pris of food, in the,long runi They are colitain

to drive op the 'coats of non-food producing Uses of rural, land. At is

'this consequence of a trend toward lirge scale firila in agriculture that

should.befAreatest concern in an affluent society.

,The research that is called for ie,an inventory of who owns rural,

Amelica, and not. simply its' agricultural land.' Recent history is replete

' with examples Of a belated realization by stqtes once tonsidired rural

Colorado and Montane are prominent examples:that their most valuable re-

creational resources have passed silently and swiftly into a.few.,;hands.
4' D

4 The need, to alert rural communities to theproblems of land monopoly

sounds like an echo, from a 19th century cry:'' It isall too real and

current. .

.Rural communities, especially in Appalachia', New England; the Ozarks;
4

and the Mountain States, need help in the Avelopmwt o: land. policies.

The local political structure frequently makes it peculiarly difficult

to persuade them that the regulation of land transfers is in their

30 ,2 )
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interest. And in the. states most affected, support for the research that
.

ii needed is often weak,eves.at the state level. A relatively few local

'communities currently have control, such as it is, Over the natiop's ra-

creational lands. A national effort is needed topelp.them to accept:,

and discharge. this-responsibilitY
.

A part of the reason why big firma are attracted to agriculture'tc

be-traced.to the heavy Eapital requiPements of modern agricultural tech

nology. Special buildings for pbultry, complex feed formulae that reqo'qe

expert mixing, special seeds, highly tailored fertilizers, higH=tapacity

field equipment, $12,000 trucks, $20,000 tractors, and 030,000 combineS.'

all put e.heavy strain on tHe ability of a farm family to finance

large and well organized.farm. Much of the vertical integration thAt has

occurred In American agriculture is a result of the supply of credit to

farmers by firma - supplying production requirements or proceasinOrm.

prOducts. . . kl,

Put this is only a part of the explanation.. /n many types:lof farm-

ing there are added attractions to big firms that grow out of -Or tax

structure and our system'of 'government price support': for agrlcUlture.

The price support program reflects conscious policy. The tax .advantages

for big firms are an accident, 'and were almoit certainly unintended.

pecause we have a graduated and progressive income esx, and because

we'tax capital gains at a low rate which become; a flat rate for incomes

above about $52,000 ( married couple, filing 4 joint retura-), we have

built in a strong incentive to convert ordinary income into capital.

loin.. This option is-of little or no value to the yea -to-year opera.!

tion of a family sized:farm. It is of great valueto a high-income tax-

payer who can use bon-farm income to invest in firm capital which can

benefit from capital gains tax treatment. The most common examples in-

volve beef breeding herds, tFeA Sand vine cropsOarge dairy, enterprises,

and horses.

Big fires have been created to channel capital into these enterprises

in order to take advantage of capital gains tax treatment.. Movi, sears

and oil millionaires have become ranchers. Citrus, tree-nut, and vinyard

'properties have inflated in value as'a result of competltive.bidding from

wealthy investors..The economies -of California, Texas, Florida, and the

Mountain States; td cite only the best'publicized examples, have been

60.133 0 - 72 - pt. 5A - 20 303
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4.j.atorted byan inflow of capital thatis basically seeking a tax shelter.

This tax shelte function of agriculture is ipeArieably related to

its land base. A.eaful review of prospectuses issued by firms seeking

inveitors in ranching or beef feeding and slaughter enterprises makes it

clear that the major attraction is prospective land value appreciation..

'/he firms that atvegone:spejtacularly bankrupt in recent year'', headed.

by the. Mack Watch Angus enterprise,. have been those in which thei0e0,'

Ora heulonly cattle from which to reap capital seine. Someone alai :held,

the land. The tat shelters that function beat are ones in which the id-

.vestorl have secured their investment with a'stake in the land as well .
as in the animals, orchards, or groves. The lesion is clear:. If you want

"Ia'sefe tax shelter 411 agriculture, make Sure your investment includes

_rights in real estate.'

An operational rule of thumb in cattle ranching at present pripes is ,

that a ranch buyer can. afford to pay from $600 to $800 per cowtaIi.iirae:

for ranch land. That is, he 'can afford-to pay tip to about $800'for as .

many acres as it takes 0.provide eyearti feed supply for a cow and

calf. A price of $800 can be justified only by a highly efficient ranch

operation, and an optimistic long run appraisal of beef cattle prices. In

mountain ranching Cress of, Colorado, Wyoming, and Montana todsyranch land

is Selling at twice the prices any operating rancher can afford to pay.

In 1970 -.71,- prices up to $1500-per cow -calf unit, or mores were being

paid witblopui hesitation.

How can buyers afford these prices!! There are two answers,"apart

from the romance of ranching. Some of the ranch buyers expect O. sell off

.orlease a part of the ranch land for summer residences or "second homes."

They are thus buying into a dual- enterprise: a ranch"and a'real estate

development. But the major-explanation is that they are using. the tax

advantages that come from the use of casii-basis accounting,(which the

-ternal Revenue Service.pernits in farming but not in other businesses) and

Capitallaini tax rates to bid up the price of land. The richer the in-

Astor, the greater this tax advantage. The result has beendescribed as

& negative income tax for the rich.21

2/ Cherie. Davinpori, "A Bountiful Tax Harvest", Texas law Review, De-
cember 1969,

-s
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These_tax advantages ere dramatic in ranching, tree-nut grove., Vine-

yards, and specialized iiVestock breeding enterprises. They are leas at-

tractive but still real in ordinary farm land. Some of the- fun was taken' ,

out of the tax shelter game by the.federal Tax eform Act of 1969. For

long-term capital gains in excess of 40,000.khe tax rates for individuals

were raised from a maximum of 25 per ceat-to 36 per cent, effective;ith

the tax year 1972. 'ForrcorporationS;thOapital, gains tax rate was raised

'U., 30 per cent, effective in 1971.. These still remainhighly attractive

rates to investors'in the top income tax brackets. they cam afford to

44this advantage into the price they offer for land.'

This is part of, the explanation for the rural taxpayer revolts a-

gainst the property 'tax that-have erupted in recent year.. Lind prices

have been bid up by honfatit buyers to levels that have no:Aeration to

farm wirings for ordinary family fermata. . The higher prices have genet-

ated unrealistically lash taxes. The demand.for second home sites, out-

door recreation opportunities, -and decentralization of urban areas has

come on top of these tax_advantages for upper income investors. The re:

suit iaa structure of rural land valuer that is increasingly unreal by

any test based on net .farm Income. Farmers who have succeeded in in-

creasing their farm size to a scale that will enable them to achieve al-

most all of the economies of sire in production now find that their

capital itructure is so large that their sone cannot finince a take-

,over of the family farm.

Research needed in-this area involve a search for ways to reduce

land values- to levels that can be supported by farm income. One way .is

to reduce the attractivenessof land, p) non-farm investors. Tax policy

can play a major role te this attempt. In recreational areas and in areas

that feel the impact of urbanization, it is difficult to avoid the con-

clusion that some controls will ultimately-be headed on liMdtransfers.

Rotting has been tried, and in general has failed to preserve agricul-

tural land. for agriculture. We accept restrictive zoning and building

permits in urban areas.as a necessary restriction on individual freedom

of choice. We do not yet accept exclusive agricultural zoning backed up

with farming permits as tolerable, but this may well be the price that

must be paid to maintain a:structure of competitive firm firms. Without

some controls of this nature, the trend, in recent years points to a
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clear alternative{ A structure ofrurel land ownership dominated by

'large firms and corporate holdings..

Apart-from specialized firms in poultry, cattle feeding, and some

fruit and vegetable crops, there is almost no evidence that very large

firms are'more efficient when all costs are taken into account.2/ if they

prevail, it will be the result of defective institutional structuresiahove
1'

all the tax'system, of farm programs that favor large firms, Arid of an

'insistence on freedom.of choice in land'transfers that is both blind an**,

self-defeating. Rural communities have watched land. valuesgo up and farm

income go down. In the final analysis, farmers will have to decide whether

they want to be farmers or land speculators. If farmerst than public.po-

1icycan aid them. If land speculators, their days as family-type farmers

are numbered.

2! 4Repeated studies by the U.S. Department'of Agriculture and
Stays Experiment Ststionshave shown that well- organized ons-and two-
man farmscan achieve Almost all the economies of size now *Venable'
in agricultural production. -See thi summary of these studies by
W. B. Sundquist, "Economics of Scale and Some Impacts of Agricultoisf
Policy. on Perm Size", paper presented at a Conference on U. S. Agria...1
cultural Policy, Center,of Human Resources, University of Texas,
April "30, 197.1 a

I



10

3355

ntroduction

1.

Arvin And Dinuba, Revisited:.
A New Look At Community Structure

And Th4 Effects Of Scale 9,,f, Farm Operations*

Bruce L., LaRosa**

A matter of some concern in agriculture today is the increasing im-

portance of'corpoiation farming and the possible ill effects upon the

aructure of American agriCulturm. This paper is not specifically concerned :

with corporation farte.in totality, but raiber,witfi large-scalefarm ope*ra-

tions, and the possible effect, that can b* demonstrated by viewing-the con-

current-rural Community structure. Thred reasons have been pup forward as

to why there should be concern about,"super-farms" in Nmerican agriculture;

a) A fear that many of the incentives leading'to large Corporate

farms do not result froW greater efficiency or superior

management, but are 'the result of institutional defects,

particularly in the tax system, in the marketing structure,

and in agricultural extension programs.

b) A fear that the trand toward.corpocation'farming train ad-

ditional txaMple of a trent toward the centralization of

economic power and decision-making in a few hands and places,

with a resultant lois.of flexibility and diveriity in our

national economic life.

c) A'fear that a rural structure dominated by *oel/ number of

'company farms' will yield s deadening conformity and a re-

strictmd environment in which to. develop the full potential

of thiquality of rural lifoj
°

The first two reasons have bean analyzed by agricultural economists, and al-

though there api some divergent viewpoints, the evidence is beginning t? ac-

cumulate against the corporation (large-scale) farm on the basis of weak--.

04811411 in the tsxet.ructure and a definite trend towards Centralization

' "rermiug,ft Testimony by Philip M. Raup before the Monopoly Subtommitee
Heari$ts on. Corporation Farming, United States Senate Select Committee on
Small luainesi, Eau Claire," Wisconsin, July 22, 1968. pp. 7-8.

*Paper prepared for Seminar in Land Tenure, Agr. Econ. 8:060, Dept.
of Agricultural and Applied Economics, University of Hannesote, ran quarter
1970.

**Graduate student, Department of Geography,. pniversity of Minnesota.

'Raul', Philip M. "Some Xasues Raised by the Expansion of CorporatiOn

C
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of economic ge'W*k".2 TheiljArdreason, tile possible deterioration of rural :-

community life, ha. not been the subject of exiensfVe examination recent1y,

nor are the experts completely positive of the implications:

not clear that a rural structure dominated by

Corporation farme.Must inevitably lead to a deterioration

* in the social quality of the rural environment.3

This paper is' an attempt to examine certain facets of rural community
.4

structure within 'two contrasting communities to see what the off cts have
*

bean over time.

Arvin and Dinuba- -two communities in the Central Valley of_Calif rnia
,

Arvin, a large-farm community, and Dinuba, a small-farm co, unity, were

the subjects of eletailed analysis and compsrlioq in the mid-1' O's.4 The

1summary of findings for this. previous study will provide the ba a for a new

exalination,of thesetwo communities two decade's later. -Th. mo significant

findings of this earlier study were as follows: v

a)- The'small-farm community supported a greater duo of

separate busin'ese establishments.

b) The volume og retail trade was greater in the small-farm

community 'than in the large-farm community.

c) Expenditures for household supplies 4nd building equip-

ment were greater in-the small-farm community. ;

d) People in the small-farm community had a better6tandard

of living than those in the large.larm community. ,

2As an example, the current high prices for eggs seams tnbe the
rgelt of a concentration of the poultry industry in,a,fe0 hands.

3 Raup, op. cit., p. 15.

4 Goldschmidti Walter R. Small business and the Communit : A Stud
in Central Valley of Califnrnia on Effects of Scale of Perm Operations.
Report of the Special Committee to Study Problems of American Small busi
United States- Senate., December 23, 1946, U.S. Government Printing Office,
Washington, D.a., 1946, pp. 67,.

. ) 8
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A
The ratio of independently employed businessmen was greater

in the small-farm community.

. f) Agricultdralwrege laborers were a greater proportien of the '

labor force iniArvin.

g) The physical facilities for community lfliniwere more ex-

tensive in the small -farm community.

Educational facilities were very limited. in Arvin.

In other social and cultural amenities such as recreation e.

centers and organix;tions. churches, and newspepors,,tbs

1 small-farm community had the-edgi.5

The foregoing points. constitute the basic findings of this initial study, and

they will provide theframeyork for amore up -to -date, analysis of these two

coenunitief.

Assumptions- and limitations of the Study .

The basic assumption of this studis that the two communities have re-

mained essentially the game in character: thit is, that Arvin is a claimant.-

ty with relatively largii-scale farming enterprises and Dinuba remains eaten-,

tially a smell-sale farming community.6 An examination oftopographic maps

which included. these communities indicated that the essential constrasts in

`scale of operations between them remained.7

5Thid. a

6Detoiled statistics which would enable the researcher to determine
the exact nature of, present land,tenure arrangements were available only
on the county level. See U.S. Department of Commerce, U.S. Census of
Agriculture, Final Report, Vol. II, part 48-7Cdunties, California, 1959.

7The' U.S. Geological Survey topographic sheets analysed *lie: (1)
Weed Patch QuHrangle; (g) Reedlay Quadrangle; (3) Orange Cove'South
Quadrangle; and (4) Arvin Quadrangle. ,

9
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T110 most erioum limitatiOn is obvious, that is, the lack of -field work

to corroborate information gleaned from other sources, particulsrly the

topograhig sheets. 1Wo types,of source materials, telephone books and di-

rectories, would have provided a great deal of recent information, but were

not systematically, available for the two communities.8

Despite the limiiations of this study, it has been posmibleAo compare

the two comMuditlo and inferences 'Will be Aide not only about the present

community structure but also concerning the pommibleaffects of farm strut -

turn over the tweaty-five year span between the two. studies. '

Educational Social and Cultural Focrlitics

A comparison of existing social, cultural and educationallacilitielets

made and the pertiutnt diatom. prgsented in Table Z. ;
(

TABLE' I

dneationol gnlial and Cniturs1 Facilities in Aivin and Dinubaei
Arvin. Dinubs 4p

' ' Grammar schools. 3 4
high schools.: - 1 i _

Hospitals / 0 1
Churches. .

. 11 18
Churches per 1000 population 2.07 2.95
Radio stations 0 1

Newspirs 1 2

Popp). ion (1940) 4042 3790
" (1960) 5371} 6103
" (1970).s 5090 °. 7917

U.S.Nu.s. Census of Population, 1960 and 1970, and U.S. Geological
Survey, Tpngraphic Sheets, 1966; for newspaper (bite, Ayer's-
EilImItx of Nn12apera and Periodicals.

...z

The weaknesses f,relatingmheer numbers, or quantity, to quality is

realized buttVen,bamed on the simple data presented here, it would appear

that Dinuba Hp superior educational, !Otisl and'cultural facilities. .The

Lack of 'a hospital (as of 1960, and radio station in Arvin represent sig-

nificant deficiencies in the community structure. There is also a Signifi.

ieant,contrast between the newspapers.published'in, the two communities (see

Table II).

8
There was an exception to this.. The telephone book for Arvin was

available in Minnmapoli and dme cross - checks were possible for the datf
on Arvin:

-

3

4t
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TABLE" I/

Newspaper D'Ea ?or Arvin -And Dinuba
.

Title Publication day, Circulation 4
(Arvin) Tiller Wednesday . 1 2351(1595 ,

of thee/ diitributed free)

(Dinubs) Alfa Advocate Thursday 824

(Dinuha)"Sentinel' , Tuesday & Thursday 2071

Source: Ayer's Directory of Newspapeta
and Periodicals

'

It appears that the Tiller is's company newstpapgr, based on the largo

free distribution; so'Ihat Arvin does not have an independent medium of

communication. Dinuba, on the other hind, has two independent newspapers,. one

of which publishes twice-weekly. .A radio station, XRDU, provides another

local 1041g11$ of communication for the smallfarm community.

tducational facilities appear to be relatiStely equal, but if one look"

at some educational statistics, the impact of these educational systems has

not been equal (see Table III). Perhaps there have also been differences in

attitudes concerning the value of an education.
4r

JP/
TABLE III

;.. Bducationallevels Completed By Population Over 25 Years of Age, 1960

Arvin Dinuba

Completion of 8 grades 56.8% 69.9%,.

Completion of high school )"18.9% 38.2%

Completion of college 2.9% 6.8%

Median school yesis completed 8,3 9.8

Source: U.S. Census, Census of Population, Characteristics
.

.
Of the Population, Part 'iI, 1960, California

Thu investment in education by Dinuba in the past hes apparently reeulted in

, a better payoff for the community than has the previous educational invest-

ment of Axvin. At the time of the Coldichmidt,study Arvin had only one

elementary school and had on high school, Whelea Dinuba lied a high schOO1

and three elementary school'. Based on the median of school years completed

.
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by those over twenty-five years of Age, this previous lack of 'Mutational

facilities in Arvin has had serious repercussions for that rural community

today.

Roads as a Measure of Investment in Rural Infrastructure

Data on public service delivery systems were limited for. the two tom- .

munittes. It was thought that the investment in roads might'provid: an indi-

cation of the extent of investment by the individual communities in a rural

infrastructure, tside.fri;M those aspects( infrastructure already alluded

to Such as parks and education. Roads were placed into thise classifications

for both Arvinand Dinubs:

1) .Medium duty roads (often involving a county road or state highway).

2) Light duty roads (paved loads not usually Under county or state

juriidiction).

3) Dirt road.

TABLE IV

Data. On Road' In The Arvin And Dinuba Areas' In The

41
(A

). (Excluding Urban Built-up Areas)

All thze types Of roads, per
mi e .

Paved roads per square mile

Dirt roads as % of total road

Dirt roads as. % of total road
'medium duty roads

square

net

net minus

source: US05 Topographic Sheets, 1966

Arvin

Early 1960's

Dinubs

3.35 Miles

3.08 miles

6.01.

2.77 miles.

1.56 miles

44.6%

56.0% 8.3%

It is clear that Arvin has a loss dense road network. More significant-

ly, a greater portion of this network consists of dirt roads. This might

indicate an unwillingness by the community to Invest in this sector of the

rural'infrastructure. The extremely high percent bf dirt roads as a per cent

of the total road.network minus medium duty roads eliminates the county as

cofactor in the calculftions. Within the built-up area of Dinuba there are

two miles of nOn-caunty, medium duty roads. This'wrould indicate a further

desire to invest in a itrongrural infrastructure by the small-farm community..

3i2
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Demotraphieind Economic Characteristics

An analysis of census material for certain socio-economic data provides

some illuminating contrasts between the two communities (saw Table V).
4 4

TABLE V

Selected Socio.EConomic Characteristics

Income statistics
a) family income less. than $3000
b) family tpcome greater than $5999'
c) median family income

Selected emplOyment characteristics
a) farm laborers & foremen--employment

by occupation (as % q. total employment)
b) professional & related *aryl:tea--

emplgyhent by industry (as % of total
employment .

Selected retail trade statistics
a) establishments (total number)
b) total sales, all establishments, in

$1000
c) $ sales per capita
.d) $ sales per family

Arvin Dinuba

37.1%
24.4%
$3,799

36.4%

6.4%

66
,$7,970

$1,500
$6-,173

24.8%
39.0%
$5,210

12.6%

15.1%

120

$12,836 '

$ 2,103
$ 8,144

, . l

Sources: 'US Census of Poi% 1 ation,. Characteristics of th4 Population
Part II, dalifornia,..J960;U.S. Census of Business, Wail
Trade, Area Stetisties, Part II, 1963.

The data presented here indicate that the differericii found in the two

communities in 1946 still exist. The large percentage oagricultural la-

borers and foremen found in Arvin indicates that the essential character-

istics of large-scale farming still predominate in Arvin. A higher standard

of living is found in Dinuba, to the extent that this variab1e.can be measured

by family income and 'retail trade statistics.

Enmmarz .

It appears that the contrasts that existed between Arvin and Dinuba in

the 1940't continued to existcin the 1960's. In only one aspect, education,

has Arvin improved its relative position. This could be croflectionofothe

role of Kern County as the basic administrative unit for Arvin. Awilling7

tips. to engage in civic affairs or invest in an infrastructure is reflected

a

mr
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by the contrast in.governmental structuralof thetwO cOummnitiex.7' Arvin re;

Mained as an Unincorporated community in the 1969's Ithils Dindba haarbsint

incorporated4ince 190'6. II 7

The cursory nature of.thix analysis is recognized. Granting the data .

limitations, this study tends to confirm the finding that there continues to

be .a sig4ficant effect on communitystrocturt aviociated with difference. in

thi scale of farming operations inthe two communities. More significantly,

this study indicates that the effects of largi-.tale farmIng on rural tom-.

munity structures are long-lasting..

/
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ARVIN-.DTUUBA REVISITED py. BRUCE 14.-LAROSE

Tha examination of infOrmation on the current conditions of

Arvin and Dinuba twenty-five years after the originli study of these

twotowns, is of more that passing interest. At the time the original

suudy was prepared, one f thswconstantly reiterated criticism was '

that Arvin was a new'to and had not had time to'develop the

amenities that Dfnuba had. ,Thodgh the report itself amassed con.

.siderable efidence to demonstrate that this .e'6uld not infaCthaVO

-been the :salient factor in acOpunting for the differepOed:betweed

the two towns, the argument presisted in the public press., Er.

4aRose's analysis demonstrates that time was, in fact, not the

essential factor,. since more time'has elapsed'sinCe 1944 than the

tbwns are sepArated,in age,

At the time, of the origixial study, Arvin'and Dinube had,

according:to economic data-,made available by collaborators in the

originalpstUdy; an almost:ide i agricultural economic base.

The failOrd%is the more important bee Arvin has had the advantage

.of considerable growth in its ecpnomi a direct result

of the Central Valley Project itself, lands to the Boutn-

east of Arvin could be. opened to irrigetericulturaI exploitation.

T do not have infOrmation on the amount of land that has been

developed in the area Since 1944, but judge ;it to have been on the

order of a doubling of acreage under intensive. crop Production.



That even though the amenities discussed by Mr-. LaRose remain

inadequate by standards established in Dinuba, the town of Arvin has

at the present time a much larger economic base and. presumably Much
.

higher value of gross agricultural production.

Such expansion was simp/y,not available .to the formers of
r

Dinuba, whiCh wqp hemmed in On all sides by other communities.

flowever. Dinuba has not been entirely stable. There have deVeloped

there, partly because the community was a pleasant one to live in,

a saw mill and a.-numb'. of minor industrialenterpriseS. These

aeveIopments, tOgether with poasibility that Dinuba became to some

extent, a, dormitorycommunity for people working in the City of

Fresno enabled it to continue its population growth.

It is reasonable to assume that had the/acreage limitation

law been applied to the lands developed around Arvin, and farm

operators settled on the sand, not only would the community of

Arvin been more closely resembled Dinuba, but one or more additional

' communities of like Character would have come into existence.
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REPUBLICAN. PARTY PLATFORM. Met

"We 4POse all coMbinationa of corporate capital in trusts
or otherwise, to control arbitrarily the conditions of
trade among our citizens."

DEMOCRATIC PARTY PLATFORM, 1888:

!The:interest of the people is betrayed when trusts and
combinations are permitted to exist, depriving' the citizens
cifnatUral competition.°

1

TE3TxmoNy

Ed Wilmer, Vice President
Public Relations Director

The National Federation of Independent Business. Inc.

BEFORE
SUBCOMMITTEE ON MONOPOLY

Senate Small Business ComMittee

United States Senate
Washington, D. C.

Mardi 2, 1972

SUBJECT

CORPORATE SECRECY and AGRIBUSINESS

TITLE

"There Ia. No Role For Giants In A Republic"

Editorial froM the St. Paul Pioneer Preset

"The rise of the conglomerate (agribusiness farming) dOMOM at
a time when millions of farmers and farm workers have been
displaced. Figures show 100,000 farmers a year are quitting
the land, and 1.500,000 still in business are earning less
than povertyleVel incomes.

"The competition from the conglomerates could be the final-
crushing blOW to individual enterprise on the fare. The '.
Congress should take steps to halt the corporate farm
advance while there areWWLlifaally farms left to eave."

NFIB
Public Relations Division
Covington, Kentucky 41011
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Mr. Chairmen. mentlers of the Senate SUbcomMittee on Monopoly 41114
Ageebieflaisee, I find it a distinct honor to appear here as a witness in
the:defense of the Jefferson-Madison concept of what I believe THEY
believed is basic to PEOPLE-GROWTH in a free and open society. .

As Vice President and Public Relations Director of The National
federation of Independent Business, Inc., which reports more than 300,000
members, farm. bank, business and prOfessional men,and women in all 50
-states, I bear the teeponsibility of so guiding my testimony that it
reflect! a majority member view, the views of My fellow officers. our
Washington staff,, and our field force of more than 300 dedicated Men:and:
women.

We know that our nation is in deep trouble, in agritultut4industty,
finance, labor and government. In 40 years of traveling into every nook-
and cbrner of.thia blessed country, I have never found sO little faith
in the capacity of our free, private, competitive, capitalistic enterprise
system, to meet its challenge; or so little faith in any possible return
to the representative form of government we pretend to cherish.

This is true particularly with regard to the attitudes among Our
yoUth, end if these Hearings result in a program designed to restore 1.

their faith in capitalism and representative goVernment, a loud AMEN will
be heard around the world from all who love freedom.

Let us recognize aa a aign of progreSs in this direction, the upsurge
of public and'legitlative opinion favoring curbs on the empankioU;of
giant agribOsiness, to be followed by a breakup of other giants, -but if
this upsurge of opinion isn't guided into rational channels of reform,
it could sabotage any attempt to preserve-the benefits to be derived from
large enterprise.

So many millions of Americans are already:so dependent on massive
corporate combines, massive unions, and massive government, that any
serious breakdown could create the mass-mob-master cycle through which
19 civilizations perished; a factour best scholars are now.accepting.

Jefferson understood the yearnings end potential of average men and
women. He understood their need to be protected against predatory forces.
and be understood their dreams of becoming somebodies in a world of
nobodies. "Trust no men with poweri" he warned.,"bUt bind him down with.
the chains of the Constitution ... fOr it is not to the advantage of a
Republic that eLtew should control the Many when nature has scattered so
Much talent through the conditibna of men."
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James MidilOn, who fathered. the Constitution, proved.all the
reasons for this hearing on the role of the giants, when te.warned those
entrusted with Ole conduct of government, to

"Hold fist to programs, both rational and moral,.that
have as their central goal a constant diffusiOn'or:
power. ".

Men of great learning in the affairi:Of the nation. Men of recent
prominence in the battles in the marketplace, haVei-appeared before this
Subcommittee to bear witness to the abuses of "corporate oversize" To
belabor the mysteries behind the growth of the so- called giants, and the
threat they pone to this Republic. ... Adams, Nader, Mueller'- to name
a few, and while they may-disagrecon approaches to the problem of
giantism in corporate growth, there is apparent agreement that if ilia
problem isn't solved, the capitalistic ay:Mamie doomed.

It is my hope that in covering areas in which corporate secrecy and
the disastrous effects of monopoly power are 4o evident, repetitious
material, can be held to a minimum, and that whatever contribution-this
testimony may make in obtaining Congressional reforms which may lead to,
A "breakup of the giants," that whatever is said may be interpreted in
its proper light.

: r

OVersize in the growth oethe giants of'agribusiness, industrial
combines, chain store corporations, bankholding companies, or the new
multinational, multiinternational conglomerates, is no phenomenon of
corporate genius. It is not efficiency of operation or price advantages
to the public, but, rather, the result of massive violations of, the
antitrust laws, discriminatory, monopolistic practices, secret affiliation,
and billions in tribute wrung from suppliers, farmers, tax evasions,
stockmarket gymnastics, and the people generally.

The end result: The near end to this Republic as the last best hop'e
of earth, and ifvells. glaring truth goes unrecognized by the loader* of
our nation at the community level and at all other levels of our society,
then we it prepare for a "new order of things" and for the fUlfillment
very soon of the prophecy of a great Chief Justice of your State of
Wisconsin, Senator Nelson (and Senator Prommire),who said in 1873:

"There is looming up in our country a new and dark power.
I cannot dwell upon the signs and shocking omens of its
advent. The enterprises of the nation are aggregating
vast unnecessary corporate combinations of unexampled.
capital. Boldly marching, not for economic conquests
alone', but for political power. The question will grime
in your day: Which shall rule, corporation or Men?
Which shell lead, money or intellect? Who will fill
public stations, patriot, freeman or the feudal servants
of Corporate capital?*

69.123 0 - 72 ;.pt. till - 21

- Chief Justice Ryan
Supreme Court of Wisconsin
1873
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, .

A prophetic warning of Mr. Henry Luce, Fortune Magazine, 1935, fore-
told in this great publisher's inimitable tyle,exactly what we are seeing
today in a power struggle that only omnipotent, unlimited government could
control. Said Mr. Lunn!

"If finally neither business nor government makes any
move in the direction o breeking down big business
into smaller, more compact, more mobile units; if

:bigness is allowed to remain the standard concept of
the economy, then the American businessman - American
politicians, and in short, all other American citizens,
must prepare themselves for an order in which the

KTs of goVernment are not limited; in Which the
.to risk and-profit is not clear, and 1 which

the *eking, the selling and even the buying of the
products of the biggest show on'earth are all
mysteriously directed fro* above,"

Here lies the challenge behind this hearing, Mr. Chairman, and the
Republic or Corporate-Welfare State, Oulyl, 19767 is the

most stark reality ever -to face a people professing:Lave of God, family
and country.

,

Giant chain store systems, huge agribusi Cotporote banking
combines, and a Congress that has ignored a condition of economic murder
and political suicide being committed in the acme act, have virtually De-
PICKAX-MD the American Dream, delivering unto the next generation a
nightmare of confiscatory taxation, absentee ownership and control, govern-
ment deficits and debts, disillusioned youth, farm lands made naked of
family life, Mein Streets denuded of independent banks and busi
and a condition In our liom:Mbenthe President of the United States is
calling for a federal-guaranteed-Charity level income for 26,000,000
FR= BORN citizens.

This is a confrontation of this hearing, Mr. Chairman, and when
you declaied your position in the matter of ending giantism in this
nation, you were speaking not simply for the preservation of the family
farm and a democratic society based on the fundamental principles we
cherish as our Americza0eritage, but your were speaking for the preserr
vation of civilization itself - grave as these words may sound to
unfamiliar ears.

So was Justice Brandeis when he pleaded for an end to chain store
growth. So was Congressman' tight Patman when he fOught for a graduated
tax on chains and an end to giant bankbolding companies. So was.Herbert
Hoover when.he wrote that we were "building up an economic autocracy
upon which a politico). autocracy will rise." So wes.yranklin D. Roosevelt 3
when he.called for an "unwinding of all the bolding companies, Chains and
wahines" in his Monopoly Message in 1939,. and so was Dwight Xisenhower
When he made the growth of power'a cry of warning in his Farewell Address.
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. 4.

I recall so vividly the efforts of General MacArthur to unscramble
the Zaibatsu of Japan, and his final conclusion tbat Japanese managers
had bean under the control of the few for so many centuries, that the
then present managers were incapable of making decisions as the head of

1 unscrambled enterprises. The General wrote ma that "framable of oppor-
* tunity is impoSsIble in a power econolly," and I.have always agreed with

his view that the idet'of a possible Russian attack was kept alive'es-
a scarecrow to maintain huge espenditures, and that'communist loaders
used America as their scarecrow*to-keevdOubtful followers in a state
of uncertainty ,and fear.

Communism cannot feed on an economy of millions of owners of hones.-
farms and enterprises of all kinds, and no one knew this better than Karl
Marx who wrote:

"One capitalist always kills many, from Which comes
the socialisation of the labor movement, the involve-
Mont of the nations in the world market until every.
thing is expropriated by the few."

!When this happens'," he said, "we the communise* will`expropriate the
expropriators."

What X would like to ask, do the people of this country really know
the identity of the expropriators of Americempower? Do they see in the
corporate coverup and intrigue in all, fields, the "mysterious control
from above," that as far back,as the old Public Utility Melding Company.
Act hearings* Owen D. Young could say he didn't believe "ANYmen, or
Allan.-bave the capacity to manage the holding companies piled on holding
companiethat gave private utilities an image of public distrust that

$ still haunts the industry., .

Prior to the crash of 1929, few Americans knew where their utility
company was controtled, and how many people today can name National Dairy
Company (Sealtest) as operator of the Kraft Cheese Corporation?' How
many Americans know what chain runs their department stores? Or when they
walk out of one shoe store into another that General Shoe, International
or Brown owns them? Also, leased departments of their favorite depattment
store chain? Two more stores down the block?

Isn't it true that no more than a. handful of consumers know that
Kroger controls Top Value StakpCompany7 Super X Drugs? Discount houses,
huge dairy operations, bakeries, meat processing plants, broiler operations,
canning companies, candy factories, et cetera? In some cities operations
and three or more different names? The topflight operator of
Buffets was unable to lease space in several shopping centorsbecause the

*321' 0,
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developers Were "committed". A call finally came from Montgomery Ward.
"come to Chicago,"where officials stated simply:, "We went to buy your
company:"

. ,

. .

Mbntgomery Werd'operates Royal Chef. Restaurants. Has bought out big
name restaurants as have other big chains,-nearly all of which choose who

. . a
and what *hall be their competition in centers they control, and in some
of the bigger shopping centers a conglomerate like Rapid American may
own three to six (or even more) cheins, but the names Rapid American or
Glenn Alden never appears,'

My question - # SOT? Why this "corporate secrecy "? by not a
regulation that says "SUbeidiaey of Montgomery Ward", etc., in prominent
letters? Why not "General Foods' coffee----formerly Maxwell Mouse"?
Why not"Holiday Inn - subsidiary of Gulf Refining"? Why notladerated
Department Stores,lormerly Shillito's, Lazarus, or lox " ?.

Federated opens a store or bUyi a competitor in a gilied'comiunit11,
thereby operating under throe or more different identities. It tries
"discount" from one location andthen charges itself-with misleading
advertiaini'frominother location. A top official of Federated told
students in Miami that "absentee ownership and control has created the
greatest crisis in America since-the Civil her," but how many of those
students knew who and What was Federated?

Let me inquire, please, is this a.brand of corporate secrecy that
Will escape investigation? 'Is it seoondary in importance to knowing
the inside workings of a congloierate that juggles its accounting? Plays
checkers with its subsidiaries, and makes the IRS look like 64 R. !lock
-6 Company? Do we have a "role of the giants" here that makes Seublein,
Inc. (alcoholic beverages) buy up Kentucky Fried Chicken -- a aura shot.
that Colonel Sanders "finger lickin' good" chicken will taste better
washed down by HAUblein?

I wonder if any conglOmerate would swallow-Kentucky Fried Chicken
enterprises if they had to conglomerate the name? Wouldn't this be one
effective approach to reducing mergers? So /XS could collect more taxes
and ',rankle and Johnny' would know Whose chicken they were 'finger
lickin'?

Shouldn't the housewife know that 90% of the cereal she puts on the
table comes from MR companies: the toast she serves from a conglomerate
in Kansas City, and the butter and cream from giant Borden, National
Dairy, Golden State, or ForoMost - the latter being in the whiskey busi-
ness, one of the biggest wholesale drug operators (McKesson 4 Robbins)/
and owner of a myriad of unidentified corporate entities?

32,2
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As for old-time secrecy uncovered in the Robinson-Patman Act investi-
gation*, it was brought out that ASIP forced billions of dollars out of
suppliers in secret arrangements and payoffethat enabled them to buy up
great holdings and expand and expand until they had virtual control of
the fruit andvegetable business in the areaa they served. AAP reported
10% of all retail food sales, and in advertising campaign. paid for
largely by their big suppliers, they were able to bulldoze countless
thopsands.of independent suppliers and retailers into the ditches of bank-
ruptcy, ruining uncounted numbers of small growers, poultry.raisem-dairy
plant owners, and small dairy producers.

Consider the charges made by the National Farmers Organization poi-
National Farmers Union that 60 million censurers passing through turnstiles
every week give the giant chains a power that enables them to yo-yo the
price of pork, beef, lamb, dairy products, or any other agricultural com-
modity: that with every exercise of this power, more country schools and
churches are emptied, and, says a South Dakota report: "For every six
farmers who leave the land, a small business turne out its lights."

Yet, we who seek an end to such power are accuied of suffering from
Nostalgia for the "Hiram hayseeds with a Motion a rail and w straw in
the mouth." as being representative of American agriculture.

.

' As Dr, Uri. Butz put it, prior to becoming U.S. Secretary of
Agriculture: "Farm are going to get bigger, and you farmers better conform
or else," but while he was saying it, the bes equipped and biggest inde-
pendent farms in the country were headed for he auction block MMus' they
didn't have the profits of big conglomerates such as British Petroleum with
its giant feed lots, or Tenneco with nearly 100 subsidiaries to fall back
on.

* Our National Federation of Independent BUSinentl, and other organi-
zations such as' NFQ, NFU, NARD, IBA, and the hundreds of state associations
and local Chambers of commerce we work with, are not anti-bigness, nor do,
we'or they uphold inefficient small enterprise as a way of life.' We simply
believd, with men like Brandeis, that a release of the "energy, initiative,
resourcefulness, inventive giniva, leadership, and enterprise of the
many" is the only approach to limiting the growth of giantism which
Justice Brandeis believed was "a moral and constitutional responsibility
of government." ... How else to prevent bigger welfare program?

Probably no bettor example of the far-reaching role of giantism could
be found than the ramifications of Sears Roebuck, described by the
Fairchild Wows as "a 'sociological and psychological factor in the exist-
ence of the nation and even the worlds its life line coursing through all
walks of life."

6) )6)o
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Fairchild went on to say that Sears sells goods to one out of three
families in the U.S., and is ."capable at any time of delivering a knockout
blow .tko its competitors - wanting Nontgomory Ward to be strong to
keep the government of its back."

A bare glimpse behind the velvet curtain of this monster (Whi3Ob
catalogues Rural America and.adds up $10 billion in sales and morethan
1,000 outlets) reveals a seriee of violations of the spirit and' intent of
the antitrust laws, and a hold.on public opinion that is without
parallel in this-so-Called "Free Republic ".

Staff researchers of the House Banking and Currency Cowittse re-
ported Illinois Continental Bank holds two interlocking 'directorships on
the 'board of Allstate Insurance Company, subsidized so heavily by,Skears
Roebuck.'

One of the two men is not only a director of both Continental and
-Allstate, -but-is president of Sears. Another Conti:tints' director is a
director of Sears and Chairman of the Board of Allstate "'Ira and Aljetate
Life.

Sears' Board Chairman is a director of First National Bank of Chicago -
which is so big it could make many conglomerates look like. pygmies. Zu
turn, the Board Chairman of YirstNational Bank it Trust Company, fifth
largest Chicago bank, has. a director on Sear& board, and there is a
Sears Bank and Trust coMpany in Chicago, and Allstate Life owns 10% of
its shares.

So, what do we have in this instance? A chain holding company
holding a bankholding company? Does anyone really know what it actually
is, or what it represents? What effect - such power in foreigneountriosT

Look at Cleveland,'Obio, a dying city surrounded by a ring-of agar*
shopping centers that draw people from its core and from all surrounding
communities, sucking the lifeblood from its economy like a huge vampire.

For. many years there was a rule in this country that a corporation
couldn't operate its own mutual fund, but Sears succeeded in having it
repealed, and created the Allstate Enterpriies StOck Fund, a subsidiary
of Allstate Insurance with 8,000 salesmen and a million prospeCtives.
Fifteen million shares were registered with were sold out overnight.

4

Searle is building the world's largest office building in chicago
Has a 50% or more interest in 105 manufacturing companies. Operates a
chain of finance companies. Finances over $2,500,000,000 in credit sidle
reporting 18% interest.earned. Xs in the industrial supply business. Has

.4 A
4? :.1
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Sears. Mistime Motor C2ub. A tie -in with RCA and Shell Oil.. Moving
heavily-into the floral business. Operates restaurants under old names
with no Sears identification in view. Runs drug stores, tire centers,
service stations, and income tax preparation stands - Sears Towns - and
in recent months.has 'tied up with the Marshall Fields chain in a joint
development company to build gargantuan shopping centers that will include
houning, educational and recreational facilities - phasingiout all con-
cessioners Who might compete with its own chain/ and who knows what else7

The retail business of 1971 reached a total of $350 billion that is
being monopolized, terrorized, bureaucracy-ized and socialized - not for
any reasons of "efficiency" of size, or for the pdblic

r"

good, but to
satisfy the-uncontrollable greed of its architects.

Senator Hugo Black, who carried his sentiment into him Supieme
Court decisions, said in 1935. that "chain in everything will grow in
ouch Idle and power until someday America will be controlled by a few
corporate mester.."

Senator Burton K. Wheeler predidted an "economic plutocracy," and
Senator Joseph 01Mahoney, one of the greatest mind, ever to grace the U.S. .

Senate, pleaded with those who feared monopoly-power to "keep the faithwt
that this government "ix not blind to power, and once formed, the American
people will come to the defense of their Heritage." ;IP

These men were Democrats, but what about the statement-of Senator
Berry Goldwater in 1958 when he spoke of the possibility of "one
corporation controlling retailing," and what about the late Pre.ident
Eisenhower and some of the other most outstanding Republicans of today,
in both the House and Senate, who'see what Black, Wheeler and 0,M4honey
visioned so many years ago7 - "Giantism biggest U.S. threat."-Bob TaftSr.

John K. Jessup, Chairman of.the Board of Editors. of Luce Publication.,
voiced the challenge before this Committee and before Congres., The White
House and federal enforcement agencies, when he declared in Life:

"Fifty years ago all corporation. were limited in their
right to own other corporation.. They can be limited.
again. A law providing for some form.of federal
incorporation could change the whole Conroe of corporate
development." Jesnup continued:

"Such e law would be unwise (our own position) if it
reduced the size of buoine. unit. below maximum
efficiency, but many buoinesoes are too big for their own
good. They have long passed the point at which (one
economist describes it) the ravings of large meal.
production are offset by the mute. of large meal.

(see next page4
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(Jeaaup.quote continued)
...,

oversight.' ... No government can everloCate that
point exactly for every industry, but ours can at
least make a starts VS CAN mom 0111111CWARY
GIAMTISM6"

,
.

Both the Detroit Yrse Press and Detroit Deily Sawa made the same
recommendations, but included labor, and both agreed that if nothing.
is done along .these lines, then come new form bf control over the

.::;,gperations of the giants will have to come.

The presiOent of National Biscuit Company suggestsfranufacturers
might have to create their own jointly owned distribution systems to

Gila

Comets with the c ins. An'excuse given by some officials of hugs agri-
business conglome ate who view the economy as a smorgasboard at which

il

to continuou y rge themselves with more companies) to be powerful
e nough to d 1 with the giant distributors. Where does this combination
leavethe i ividual entrepreneur if not in economic oblivion?

' During the period of 1900 to 1904, Senator William, Mason. (Illinois)
saw what we to culminate in the Penn-Central bankruptcy and the decay of
independence under unenforced laws designed to preserve this Republic,
when, in the midst of his fight against the Rockefeller-railrood-magnate-
combinsOle castigated lawmaker* for introducing anti-monopoly legislation'
at the beginning oreach Congrem.only to let it die and than re-
introduce itagainwith long, useless studies that get nowhere.

Haven't such words as these echoed down through centuries of neglect
offthe power issue, and haven't they proven to be true? In the'very same
year, 1904, in Which Senator Meson felt so- helpless, the Wall street
Journallookod at the power problem and said, editorially*

Mese else has there been such concentration of
capital as in the U.S.? Nowhere She does it in-
volve so much grave peril as in this country, for
it raises the question whether free government max
not break down under such financial power aggregated
in so few hands. It is just this situation which is
responsible for the prevailing'unrest and discontent.,"

Sixty-six years later this same great publication (whose editors
have shown unlimited guts in reporting the shenanigans of its subscribers)
featured an article by Lee Barton, staff writer, in Which Hr. Barton
looked into the future to see the last company in the U.S.; General *
Motors, being taken'over by "American Consolidated everything Corporation."

a

V
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Samuel Piser, in another fact-packed analysis of.the multA-
international conglomerates (which Peter Peterson wants Congress to help
some more) declared:

4 ...
"fteding upon.itselt like g sorceftr's apprentice,
the multiinternetional entity has detachod7itself

. from its American moorings-, re-surfacing on all
continental/4s something infinitelytxma complex, but
without allegiance to any sovereign nation or po-
liticel doctrine - a now -stateless challenge roaming
the glob, in disregard of national law, fiscal
supervision orprevelent business standards.

"Xf political power is unable to lead in the attoept
to create orderly ground rules, it will.heve to
follow sconced.cromer in the creation of a super-
natiOnelf multiinternetional system of rules and
institutions without which the system will not
surVive."

M. Chairmen, members of this Committee, I beg you, tell us What you
think we can do to preserve this Republic. Can there be any good in
Allowing the ITTs of "1 Took 44 Take' to build their corporate empires
without any ground rules or curbs on their appetites? Did Paul Jones,
Glenview, Xllinois State Rank, pOt the right tab on them when he said
they euffer from 44egalomenia"? Was PresidentNixon playing mouthwash
politics mhn he said "we are on the Roman road to decay", suggesting:1m'

I,. do something about the giants before they UNDO democracy? Are we to
ignore Oren Staley, President of mro, who says the agribusiness con-. '4
glomerate:: and their Siamese twin counterparts are moving into all parts
of the economy and the world, and are putting out the lights in Rural
America? Can we ignore a Willard Rockwell who sees the loss of our Arco-
nomic independence and markets at home and abroad as a morld.disaster?
A disaster that can he prevented only by unifying the faintly farm.,,
independent bUsinesses and local bankers behind the fundamental principles,
that gave meaning to free ehterprise and-representative government?

"America's Vast Heartland Grows Still", headline, DetroielreePreis,
NoveMber 16, 1971, under the byline of George'Cantor who unraveled a
heartbreaking account of land-fleeing farmers, children being herded into
the city: the words of a State Senator rancher, farming 28,000 acres:
"Xt's all going back to Darwin - survival 'of the fittest." fifty-two
families down0 one, and hoarded up stores in Newell, Michigan/ two
grocery store a druggist, cleaning plant, .etc., GONX. The doctor 00
far Mew you won't dare get sick "When the snow's. down". .

.,-

On Sy desk is a letter from Governor Torrost H. Ahderson, Montana,
who states that ,his State is being taken over "by hugs agribhainessesm,
and be doesn't know what to d . He wants to know if. Wimmer knows Vhat
to do. ... Another letter om James non, righting family-farm,.
minded Governor of Nebraska wh re support .ix building up behind a bill to

2
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outlaw purchase of Nebraska farm land by any corporation with normthen-
$3 million in assets. He views every corporate.takeover with angry
alarm*. a feeling (shared by MinnesOta's Governor Wendellqt. Anderson who
promises support for. any legislation that is designed to stop the outsiders
from land- grabbing Minnenota.

These men, like Jefferson and Madison, like John Knight of the
Detroit Free Prom* who called- the giants "the curse of America", are
either right or wrong, and if they are wrong, then for God's sake let's
quit fooling our kids with free -enterprise: nd representative government
talk, and send our Declaration of Independence and Constitution to some
undeveloped country where'people can use them in their purauit of peace,
prosperity and happinesa- as. they were once pursued by non-welfared.
Americans.

Surely, Ile thought of such a Catastrophic event should strike TUMOR
into the hearts of any AMerican who loves his flag and what it stands fora
"Freedom Under God" - not Charity Under the State - the Welfare State
which the experts say we will "march" to,.*JUly 4, 1976. If not, '

why are we talking about guaranteed annual wages for 26-million free born
Americans, and passing out billions of dollars in subsidies, and getting
ready for over $100 billion in federal deficits in-three yea's?

I repeat thequestion; Mt..President, Mr. 'Chairman, and Members of
the House and Senate of the United States' If the big chains and Agri- .

businesses, and bankholding companies, are so good for this nation, Why
our debt, crime and welfare-ridden cities? ... Why,the liquidation of
the middle classes by confiscatory taxation? ... -.Why the. frustration
of millions of our youth who havemo faith in free enterprise:Or repro-
sentative government, and whymuch abject fear.of Communism that we shake
khd quake, and spend and spend and tax every time the commissars announce
a newmhip, missile or submarine?

Washington libraries, basements, dungeons, files, /shelves, and
closets are stacked with the results of hearings on the Sherman Act, and
all the Nay up to the hearings on Robinson-Patman, Bankholding, Cellar, -
Kefauver, before which I testified, FTC, FCC, SIC,. ICC, Justice, Small
Business Committees and stibcommittee investigations by the hundreds have
revealed the destructiveness of OVERDITE - each searching party to
finally lose what they were hunting for,on the next Congressional
calendar.

Persons appearing before thi* and earlier committee hearings on
monopoly power have placed,considerable emphasis on thmmerger.med drive
of Harold Geneen, ITT.Theyhave enumerated the *vents that led to the
economic and political insanity that culminated in such a bigamous,
corporate marriage as the New York Control and Pennsylvania Railroad with
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some' 00 subsidiagies. The merger'consbnunated AFTER our Nplp office
4Covington, Kentu ky) and such economists as Leon Kpyserling, predicted
it would resu/t in the biggest bankruptcy in corporate history.

In a speech in Washington, attended by Members of Congress,lICC
officials, a number of lawyers representing.the railroads, Mr. Reyseiling,
and representatives of the-press, I said that the president of the
Pennsylvania had argued the merger would lead to -weavings to.be used to
improve pasaengor service," but that on a later occasion he declared:
"We will 'hive at least $100,000,000 more to..invest in non-railroad
enterprisesi.* , : .

My point Li, here we had a demonstration ofbcorporate secrecy and .
giantism that unquestionably has put t e railroads gn the track of
u).tiMate-nationaktzation if present tr di continue! so what now?

-Did the American people have' any idea of what was really going on
behind this merger? .. ,

. .

Did the direCtors of either railrbad know of the manipulations of
the-few?: Did the bankers and the Supreme Court knbw? :

Was there more than a handful of otherwise informdtpeople in high
.. .

public office who had taken the trouble to find out tha the Pennsylvania
owned hundreds of thousands ofacreaof.vaivable undeveloped land,
housing develOpments, shopping centers, entertainment and recreational
properties, plus all those buildings on. Park Avenue/ plui trucking cosh
penies, airline services, and Additional investment properties no man. or
',group of men could possibly guide in the public, interest?

N, .

.

.

Someone has broUght put in these hearings that a company like Maytag
must report virtually all of its corporate affairs' to the IRS and other
agencies, but Frigidaire"can-lUmp its reports with those of General.
Motors. This causes me to aiks what about" Champion Spark Plug Company
vs. AC Spark Plug Company? Fisher Pen Company vs. a Gillette?

It took 25 years of unceasing effort to. win separation.of GM.from
du Pont - amid predictions of a stockmarket crash and other eruptiVe
forces that would "reverberate throughout the Whole economy," but stock::
of both companies went up,'GM was released from du Pont's monopolistic
.positidh in selling and servicing major needs of the giant motor car
rmanufacturer, and GM officials were fre ,of the du Pont influence. All

dilit
over the country it was said it coul ' be done, but it was, and if the
drive to separate GM from GM AC had sue eded, it is very likely that no
fehtdr than a thousand .auto finance companies would still be ibnbusinessi
andrEerd and Chkysler would NOT have entered captive financing.

'Belaboring General Notomfbei become almost a habit, but isn't it
fair to question the enormous power of this giant'and the union power
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that accompanies such size? Shouldn't we ask WHY a takeover of AC with
no reduction in the cost of AC plugs and no quality superiority over an
independent such' es Champion? Did we get more sturdy auto'bodie$:When
GM absorbed Father-Body? :Did GM build.a superior refrigerator. after
Abserbing,Frigidiire? Ought not the retailing of automobiles be com-
pletely free from coMpetition-ftom either GM-owned or controlled retail.
outlets? When do buyers know when .the? are not dealing directly with
General Motors?

Prior to 1889, hp state had conferred upon any corporation the
privilege of buying Up the stocks of another corporation, but in that
year the.State of New Jersey changed its laws, allowing a corporation to
file and proceed to buy the stocks of another corporation or its
propertieS, and to issue stock as payment. Right here is where our
present *role of the.glants" had its real beginning.

7

By 1893; all any corporation had to do was put a.clerk in some hidden
office in the state in order to ,bypass the antitrust laws of any other
state, and by putting three employeeS in New Jersey, there wasn't anything
the merger crowd couldn't do. In quick succession, Delaware; OklahoMa;
West Virginia; Maine; South Dakota; NewYorks and Nevada fell in line.
We know pretty much about what followed until the 1911 Standard Oil
decision.

Out of that breakup were born nearly 2,000 new competitors in the
oil industry. Wildcatters flourished and a new era was opened, but today
Standard of New Jersey is operated like an empire - a government within
a government - and its subsidiary, Bumble.011, is moving into every part
of the country, swallowing up dompetitors, masquerading under numerous
aliases, and is now big enough to swallow its parent.

Standard of Indiana absorbed three insurance companies in succession.
Standard of California swallowed Standard of Kentucky, et cetera, et
cetera, and across the whole country, independent dealers ('so-called)
compete with their own masters, are misted from their little businesses
on the slightest pretence, and in many cases forced to take on rigged
games and trading stamps, with no recourse to regulating _agencies that
promiftes relief.

Operation of a service station is a natural incubator for the develop-
ment of individual enterprise and economic independence, so why not
divorcement of the giants from operating tire, accessory or retail out-
lets of any kind? From operating motels, restaurants and a myriad of
other enterprises opened with billions of dollars in depletion and
double, depreciation allowancea? This country's free enterprise was
supposedly conceived to provide an opportunity for the greatest possible
number of NOBODIES TO BECOME SOMEBODIES, but we let the monopolists
reverse the process, and we are making NOBODIES OUT OF 30MMBODIES'-
all the way up and down the economic ladder.

3 3 0
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May one wonder if we Americans haven't shown the most abject sub-
mission to corporate oversize of any people who ever had a taste of
freedom? Has our worship of Standard Oil to today's X Marta become a'
parallel to those who closed their eyes to murder on the high seas,
rustling in the stolen silks of the Captain Xidds? Has the vassalage
of dependence 'become preferable to independence - if there is attached
to it a promise of "something for nothing" among the junk of the dis--
counter, or in a handout from the state?

Mr. President, Mr. Chairman, Membera of Congress and federal agencies
delegated with the responsibility of strengthening and enforcing antj-
mondpoly laws, I 'say- to yoU that no peraon, young, old or unborn, is
escaping or will escape the dire influences of the giantism that pervadet
every function of this society, andI say to you, with Oliver Wendell
.Holmes, Lord Acton; themany patriots among. NFIB meMbers,"-AL Swaim of
NF0,-Congreasmen ion Clausen.-H. R. Gross and John Dent, end, yes,.I say
with all the Presidents since Washington, that only in decentralizatiee
do free men keep their freedom, and if-we fail now to meet rural and
urban, national and international challenge, our youth will meet.it.in
ways that may break our hearts. They're in the first stages of-open
rebellion against what they have identified as some kind of -.

"KSTABLISHMENT", but are as confused aboUt it all as a termitoiny
plastic
0

Yet, who in high places could undo any confusion by telling them how
Jimmie Ling put an LTV together with hundreds of millions in defense
dollars? Take over a Wilson Packing Company in an overnight maneuver, or
a Jones 4' Laughlin - with more LTV paper money? Who could justify
Greyhound's conglomerate merging with Atmour'a conglomerate? GoOdrich
appealing to Ohio's Governor to protect it against Gulf 4 Weeternt finet,
Inc. absorbing Cudahey; Meshulam Riklis trading Rapid American Paper for
"Olen,AIden Paper? Corporate secrecy, a corpocracy?

Riklis owned 13% of Rapid American; Rapid American owned 50% interest
in McCrory; McCrory had 14% interest in Glen Alden) Riklis also chairmen-
of McCrory; McCrory "owned" Best & Co. and Lerner stores, and with Lerner,
MdClellan-Cleen, Green, National Shirt Stores, Shopmobile and McCrory
restaurants under some other alias (all of which may go into a single
McCrory shoppin§ center), and ALL appearing its the pdhlic mind as
"COMPETITORS".

Add to this, Rapid American-Glen Alden-McCrory cross word puzzle, the
.control of Schenley Distillers; and through its RKO-Stanley-Warner hold-
/riga its theatre operations; and through its BVD and Pleytekrivinions
operating in 32 states, and where do we end up except in a suffocating
veil of secrecy and corporate giantism?

-3.31



Repdb/iC or Conglomerate-Welfare State,
July `4, 1976

15.

Congressman H.:R. Groes,(/Owa) introduced me a long time ago as a
practical idealist, and I want to be idealistic and practical about this
issue. It doesn't take much of either to know that -in this Rapid
American, Glen Alden, McCrory corporatamenagerie we hive a non-free,
non-capitalistic conglomeration of economic power' that the body politic
is presently unable to cope with. It is true that FTC, Justice, and
Congress have held in check enough economic power to give us our chance
for a turnabout; a chance to unscramble these conglomerates, but if it
all boils down to a Vietnam approa0h to the problem, .no major victory
on any front will be- possible.

People generally will agree that it doesn't take a giant to run a
haberdashery, a pharmacy, neighborhood food stote, machine tool shop, or
a bank. That Main Sheet, U.S.A., and Rural America weren't opened up by
giants, but by individuals who struck out acrosi the.plains and un-
chartered mountain pastes to win their own opportunities and independence.

Individuals brought the Chicago to world prominence; the one
store world-famed Marshall Fields (now a big chain) was antindividual
enterprise: the one hotel Palmer'Bouse was a family institution - world-
famed. Following the Chicago fire, when 118,000 bUildihgs'Were burned to
ashes, it was individual men and women who built a new city out of those
ashes, Juit as San 7raricisco rose from its earthquake. There Wasn't a
chain or. a conglomerate in existence.

. .

Could the people of Chicago survive anything even approaching such a
catastrophe today without 90% federal rehabilitation? Aren't aoltof the
mayors and governors asking the federal government to bail them opt of
their sinking welfare ships? Aren't we stuck with a bigger slum problem
in New York City than exists in all of Communitt China?

Things, are indeed in a sad state When aen compare a corporate form..
operated tractor to a farm mother, in terms of "efficiency". I repeat,
farm mothers in days gone by could save enough money on the sale of some
chickent, fruit or vegetables to put their boys through college, many of
whom have risen to world prominence. Today, a farm mother couldn't sell
enough poultry at a profit to put a boy through kindergarten; yet, we
trade off 3,000,000 of these mothers for who can,say what?

One answer to that question might appear in a brief account of the
bankrupt Black Watch Farms Corp. (agri-business), that sold cows to city
cowpokes looking for a tax loophole. It was just as hard to find the
head cowpoke who, when located, was said-..to be sitting in a million'
dollar mention with a Rolle Royce at the door,.end being sued by his own
father.

According to the Wall Street JoUrnal, head cowpoke Jack flick had
dickered Berman Corp., a New York leasing firm, into heavy buying of

a
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. Black Watch stock with Harmed stock, which Dick reportedly sold to a
Bahama bank evidently looking for a tax bonanza. Herm= unloaded more
BW stock on State Mutual Assurance Co. Harmed then sued Dick. Then
Dick sued Hermac and Mutual, and State Mutual sued an accounting firm in
Chicago for misleading them.

Now - stack up this; unholy cattle raising, cattle feeding stunt
against the social and economic life of a hundred independent ranchers
and feeders, and you begin to realize what happens when promoters enter
the farm picture. Vet' we are told it takes a Black Watch or a Tenneco
to "efficiently" fasten a milking machine to a cow, but you'll find
grade school youngsters doing it just as efficiently ohms* dairy farms.

The great Ralston Purina agribuiiness announced recently it is
Selling its poultry operation,- after killing of *Mireds of independent*.
Ralston Purina has opened nearly 4 thousand chicken, pancake and burger
outlet' - to run more independents out of bUsiness.

What we are doing in this country in an economic sense, is to make
"the stone the builders rejected" the cornerstone of our modern body
economic and body politic, and the cornerstone is crumbling under us as
we watch the giants go marching by.

HUD secretary; George Romney, has been saddled with an impossible -

job,becatute we're taking the people out of the slums Were we take the
slums out of the people. "RoMney said 25 years ago that we wouldn't lick
such problems if we didn't take the Uinta apart. He suggleted Congress.
breakup General Motorsligntoll companies; Ford into fiVi end Congress
listened end applauded, but:moved to other issues also ififlined'hy the
giantism and corporate secrecy Romney had targeted. For exaraple,,he knew.
What General Motors Acceptance Corporation was to General Motors;
powerful captive finance company - the most powerful in the world,. and
with more wealth than many of the states.

As president of AmeriCan Motors, he knew that GM could buy AC Spar*,
Plugs from itself at l2 each. American had to pay the going outside
price. Neither did American have a captive finance company to recover-
its losses on car sales.

'0VMMUZ2? OVIR-CMCZATRATION? Norman Thomas said it would deliver
both political parties into his Socialist Party camp, and the hour of
this delivery is so close that nothing can save the two-party system
,except allout decentralization in agriculture, industry, finance and
labor,- patterned after the GM-du Pont divorcement, the PUblic Utility
Holding Company Act, and the FCC regulations limiting ownership of radio
and television. stations to seven by any one corporation.
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Failure to.follow this pattern has made the Federal Trade Commission
a toothless lion, the Department of Justice a mere shadow of what men
like Richard MeLaren wanted it to be an arm of the law designed to Pro!.
tect and perpetuate the honorable growth of big business as well as small
business.

. .

. .

Congress should set an antitrust policy that is based on constant
decentralization Of economic power. Congress should create m tax climate
that will encourage the giants to "unwind ". To franchise their countless
outlets to independents because tax rate" Make it attractive for thervtO
do so.

FTC haismade its long awaited move against the cereal industry, 90g
owned by_foir companies, but what is the prospect for an early settlement
when we never'know What the courts will do with a no- antitrust- policy?

Sears Roebuck ought to be separated from its insurance and finance
companies, its mutual funds and nearly 200 factories. Sears should- not
own a bank, and some degree of fairer competition would result from
divorcing Sears from its shopping center development sUbluidirry.

.
.

Congress passed recent legislation favoring newcomers to Rural.
America with a tax conce.sion, but what about the independent" who are
there and are hiring farmers who can't make a living on the farm, and who
want to keep their kids in towns? Why not a tax deduction for the inde-
ponder& on Mein Street (Amply becauie he is an independent) WI the kids
of Rural AMerica can start a bumine. or maybe continuo one - the kind of
enterprise that put Father 4 Son signs up from coast to coast, making L
Main Street, U.S.A., an avenue of unlimited.opportunity?

.-. 0
Congreis should listen to the Rouge and Senate Small Business

Committees and their dedicated staff members. Congress should end all.,
discriminatory practice. existing between big suppliers and big diitribu-
tors; and listen to a vice president of Revlon who told an NARD convention

M4e
of dioappearing pharMeciststet. 4. e, chains and discounters "no. longer
sell products and service. Nita tUlate people and money." In a few
years we have virtually socaTile Vrivate medicine and health care in
this country; yet, millions felt' the mature despite bankrupting increases
in Social Sedhrity and health care. ... Are the railroads next? And
after that, our shipping and city transit companies?

Mrs. Virginia Knauer, Special Assistant to jgba President for Consumer
Affairs, charming, intelligent advocate of the 'mills, says the real
innovations, the real inventions "Otart with the little guy." That "all.
seven.of the Major invention' of tho petroleUe induitry came front)*
sells" .- so why not'some kind of tax subsidy that encourager little guys
to make it on their own instead of selling their ideas and discoveries to
a giant?. Why, not open American markets to Americana again?, Why not make
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the market healthy enough for importers And exporters to do business on
a two-way street of fair wages, fair prices and fair profits; or tariffs
until workers in other nations can buy our goods?

-Free trade is a cradle of giantism; national, multinational and
multiinternational, because it destroys the smell and medium size com-
petitor who is paying honest wage, and high taxes; but Congress gave up
its prerogatives of foreign trade regulation to dreamers:

On another front, Congress is being told that it is no longer
poesiblmto service smeller Merchants and their smeller wholesalers be-
cease of rising overhead and taxes," but if unholy discounts under the
name of "volume" now going to the biggest chains and distributors, were
spread out, servicing would be possible, and the little guys wouldn't
have to close their own businesses and end up in a mini-or maxi-mart of
one of the giants. The role of giantism and its effect on this area of
the economy is widely discussed but sadly unattended.

Congress should outlaw the use of a livelihood product as a con,.
sfstent bait used to destroy the weaker competitor. !wimples are coffee,
chickens, carnations, shoes, dry cleaning service, milk,dogs
Congress should establish some understanding by federal agenoies that
orderly distribution policies that protect the market against predatory
practices are NOT harmful to the Consumer.

Preparation of this testimony has come at a time when Nebraska's
legislature is considering a bill to *end corporate raids on Nebraska
farmlands," by making it unlawful for any corporation with More than
$3 million in assets to acquire its farm land. By ending excessive
subsidies and tax advantages of corporate farming, Congress could take
its first step in this direction, and at least retard corporate farming
trends until national legislation patterned after the Nebraska proposal
could be passed.

One conglomerate, Beldridge Corp., spent $186,000 to develop 20,000
California peach trees because it had a tax advantage. The biggest
growers said there was no chance to compete against these tax subsidised
monsters which now enjoy new water irrigation rights that is another
form of excessive subsidy: If Beldridge were prohibited from writing
off its peach losses on its conglomerate report, there would be no
Beldridge peach trees.

California's Governor Reagan knows his State is in a squeeze. Be
knows Los Angeles and San Trancisco are 'felling into the hands of lank
of America, of the chain Store systems like Safeway, a conglomerate
built up through the'purchase of more than a score of smeller chains -
built up by wave after wave of loss leader selling that wrecked orderly
food marketing in entire cities. Now Safeway has entered more lines and
its role as a giant represents open economic murder.. Governor Reagan
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should welcome a breakup of such giants now taking over his whole State,
`because there is no other way to restore economic independence in
California or. any other state.

Chat else if not-this as a solution to the racial problem,youth
crisis, tax crisis.... ? .

California, like-all the states while horse racing is allowed, has
state. and federal officials protecting the mutuel window gaillier against
horses being watered or weighted. Competition is evened up. Jockeys and
owners are barred from the track when they are caught violating the rules.
Football players are benched for unfair tactics when caught. Basketball
players likewise, but choral.* the sportsmanship, the fair play, in the
market place where the greatest game on earth is being played? Why no
rules.. against a little guy getting his teeth kicked out by the giants
who wear the brass knuckles of OURS= while the big referee in
Washington sleeps on his bench?

Restoration Of genuine free enterprise in this country could turn
our, whole welfare program around. As Congressman Wright Patman said in
1935,.. yon either let the system provide jobs by making the system work
for,:tho many or provide relief for its victims. Theitobinoon-fttman Act
was one approach, but when was it really enforced? "

President Nixon said the "bankholding companies are a 'ooakinstion
of- business and banking that should be broken Up," but look at the kind
of bankholding company bill we had when it came out of a shadow boxing
match in thaliouse and Senate. We had.a bill that has enabled. holding
companies to leap-frog from state to state like the banks in Kansas City
and St. Louis that.have swallowed about 40g of Missouri bank deposits
in two years.

everybody shoUld know that America needs big banking institutions,
but America doesnot need. a Bank of America with 40% of Californials bank
deposits, and doing a branch credit card business that gives it a hold
on every community in 50 states. Big banks and big businesses are re-
quired to build skyscrapers and run some of our 'tad mills and airlines.
but if those big planes are not filled with a great middloclass going
back and forth 'to vacation resort and buying and selling the goods pro-
duced on our /arms and in our factories, the convention halls of Las
V4014 and Miami -will thupplervith a ghostlike silence that will be felt
around the world. Then 11,11111 be too late for politicians to write
any history as they gaze Upon the hulk of free enterprise protruding
from the reefs of what the Washington Poet called "corporate feudalism".
What Xrvhog Seller, CX0-1411, economist, told a Congressional Committee
would "turn the country into one company owned store run by the
government".

Ala
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American businessman of the caliber of Owen D. Young and Theodore
X. Quinn, key men in the growth of General Xlectric, turned against "s.,

"nrec.ise", Quinn later calling giant. "unconscionable monsters". loth `
men had learnId from experience that man wesn!t capable of guiding a
giant, a. proven in GW continuous need of defense contracts as proven
in the Penn Central collapse. The Lockheed incident with 200 retired
military people on it. padded, government subsidised payrolls.

Wt TEDI PROM allowed thi prostitution of freedom to go on and on
until we have become like whores milking favor. wherever we can find them
- risking our future until -

A great educator like Dr. George Cherie. Roche III,, President of
Hill.dale College, can tell U. we 'tend at the edge of the "darkest-of
dark ages because Western man bar departed froaChis Eiritage.° Until -

Daniel Bor.tein, Smithsonian Institute, can say "we have wandered
out of our history with no place to go." Until -

Taxa., a Republic within a Republic, pleads with the federal govern -
ment to take over it. welfare. burden.. Until -

The mayor of Roston cries outs "I think we are on the verge of a
breakdown of our civilisation." Until -

The prem., newscasters, economi.t and political leaderi can may
corporations are now more powerful than nations.

Hy fiends, our soldiers who return from a winless war deserve some-
thing better thane winlesseconomy. So do the youngsters who look bewilder
ingly upon the graft, corruption, crime, tockmarket Scandal., confi.ca
tory taxation, burgeoning welfare demand., underfinancod'mental insti-
tutions, neglected children whom Conrou talks of putting in day
nur.orie a. they do in Communist China and Rummies "so mothers OM do
the work ti oir husbands are unable to find."

MS, field force of 300 dedicated men and women know there are SO
million people working, and thi la good. We of Will can Avow that we
have 300,000 **Ober who are till in humdrum, but we also know that
Congress, the mayor., governors and other official. are trying franti-
cally to meet growing demands for new taxes. Ws know that ...

One man looking for a job. and unable to find it, is a one -man de-
pression no matter what you tell him to the contrary. 114'. having his

IWaterloo - now; and .0 re the million. of little guy. hanging onto
their buinesse by the .kin of their reesrve or borrowing power. This

I
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is no encouragement to the sons following after them, or an inducement.
to take,domn a ror Rent sign on an empty store window and begin a new
business.

Men who love freedom, men unafraid to confront the task of
reversing all trends to unnecessary centralization of power in the
United States, can write a Second Declaration of Independence to help
make the first one live.

aciw else to meet the challenge of world socialism. How else to
win the plaudits of American youth? How else to meet a federal debt of
$400- billion? flow else to raise enough taxes to clear the slums and
care for the helpless? How elle but through decentralization to keep .

from depersonalizing. our society and denuding it of its form of
government?

a tither the giants must go, or capitalism as Jefferson and Madison
yawed it will ultimately be declared, in the words of a committee of
The American Historical Society* ".Obsolete in theory, ineffective in
practice, &parasite on the backs of the people, and ought to be .

abolished."
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7
After subtracting production expenses from cash receipts from marketing*, we find

farmers received Sinn Million less income than they did In 1950. - Yet produced 311V. more
food and fiber.
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CORPORATE ACCOUNTABILITY

AND THE FAMILY FARM

In the past months, the world has been treated to'

a partial aerial survey of the landscape of Mars. Mars,

as we know, is some distance away from the earth, and is

well suited to its name. It is an inhospitable place.

Similarly, the lunar surface has been subjected to a

limited but exhaustive geological survey. These achieve-

ments of man represent the high points of a imoject which

has already cost the taxpayer in excess of $20 billion.

At the same time, the Federal Communications Commission

disclosed its inability and lack of funds to make a study

of long-distance telephone communication.

Mars and the moon, notwithstanding their mystery,

have a relatiyely small impact on the lives of the average

American. Much greater is the impact of General Motors,

General Foods; Purex, Tenneco, A.T. 6 T., and the one thousand.

corporations that do twenty-two percent of the'business of

the United States. Equally significant to the average

American is the nature of the land itself--its resources,

limitations, expendability and the character of agriculture

in the United States.
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The interrelationship-between these subjects is

simply that, while the development of data by our'seciety

proceeds willy-ninxe the data which we Most require in

order to develop intelligent direction *is either uneven...!

able to us or deliberately kept from us. Initially, it

must be said with respect to corporate.dete that business

and pubiid agencies do not hold in high regard the public's

right to know. Tod frequently the public agency adopts an

attitude toward its regulated industry not'unlike that of

the confessor to the penitent:' "So long as, you tel.& ma

everything, your sins. will be absolved."

Consider these examples: The Veteran's Adminis-

tration recently made a study of hearing aids in order to

'obtain the best buy and the best quality, but refused to

make the results of the study public, because they didn't

want to damage the reputations of thormanufacturerk of

inferior hearing aids. A pulic'tgency, paid with the

P taxpayer's funds, chose not to disclose to the taxpayer

infOrmation clearly beneficial to his interest.

The San FrAncisco Chronicle, on February 14th of

this year, disclosed that the California Medical Association,

had made an ongoing study of 500 California hospitals,

identifying those in'which.health care services were defi-

cient. The Association reluctantly, and only after being

threatened with a subpoena, made some of this information

811
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'

available to a U. S. Senate subcommittee. What would a

doctor say if his city failed to reveal known {pollution

at a lotal public bathing beach? Clearly the notion of

responsibility to the public--even when the iglus had a

tangible effect on public health--was subordinate to the

preservation of the good name' of the health illfustry.

Beyond the fact that businesses, public ago:lass.

and organizations fail to disclose available information

to the public, is ths probleM of the .government'i Wailure

to collect data important to the public and public policy.

For example, the government has failed to analyze the

significant.changes that have been occurring in rural

America. We k(iow that each year 100,000 farms are abandoned,

and that rural America has sustained a population loss of'

40 million people in the last 50 years. Concomitant with

the abandonment of smell faricand the migration to the

cities of a heretofore agiculturally-dependent rural popu-

lation has been the increasing entry into agricultuke Of

multipurpose business interests, bringing with it an increase
e

in farit size and absentee ownership ofthe land. Once-

,"populous areas occupied by independent small landholders

interspersed with small rural service communities are being

transformed into feudalistic estates--possibly one of the

most significant economic and social transformations to

be experienced 1L our history. The phenomenon is infilOtely

H.
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more relevant than the recognition that the lines on Mars

are not canals, or that the moon is sorely deficient in

cheese. Yet a rural sociologist, Richard Rodef ld, who

Iundertook a study of this phenomenon as it of cted

Vasoonsin in 1970, concluded that there was "a lack

objective, empirical information" on the subject.

This has been lacking for even the moSt basic
of facts, such as the respective nuMbera and
basic deseriptive characteristics of the various
farm types. Except for'one Study, dOne in the
1940's, which; has questipnablagenerelity for
midwestern agriculture, claims as to the detri
-mental effects which would be associated primarily:
with large-soale industrial farmS have, come from -.

individuals and organizations from the rural
sector, based .priMarily uton individualiobserVa-
tiOn.

'To my knowledge, neither federal no stategovern-

ments have undertaken a comprehensive study ofsomething

as basic as who owns the land--other than to maintain

obsoure county tax records. or has aOomprehensive study
x

been undertaken of land use.

An example of the inadequady of such'data is the

disparity between federal and California statistics on

a matter as important as farm size. The Agriculture Depart-

ment of the State of California asserts that the average

California farm size.is about 650 acres. In contrast, the

federal census identified the average farm size in Cali-
°

fornia as no more than 450 acres--a somewhat broad statist -.

tical disparity.



On the corporate side, this Committee is well

aware of the deficiencies indata reporting--not.only

regarding the identification of profits and losses among

subsidiaries of conglomerates, but the extent of owner-

ship and interrelationship between corporations which are

ostensibly unaffiliated.

Finally, because the data afe unavailable, we are

by no means certain of the impact of vertical integration

and agglomeration on single-putpose businesses, whether

agricultural, mercantld.e or manufacturing.

Agribignebs

In agriculture, however, we do know that vertical

.integration and the entry of big business into agriculture

have produced symptoms which smack of unfair trade prac-

tices---in many, instances accelerating the demise of the

small farm, drying up the farMer'S credit, increasing his

dependency on processort, decreasing his mobility and

leverage on the market, increasing his debt burden without

a concomitant growth of return ominvestment, and so on.

A brief analysis of thi4.impact on agricultural production

is useful.

As' this Committee well knows, equating bignesa

with efficiency in.agriculture is A misconception. St4.ee

have deMonstrated thefamily farM to be the most efficient
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unit of agricultural production. Summarizing the studies

made on the subject of farm efficiency, G. P. Madden con-.

oluded, "All of:the economies of size could e achieved

and fully mechanized one-man or two -man farms.
1

The study concluded that the major difference between the

small anteghliipm-sized farm and the large farm was simply
. .

that, the latter had the potential to produce-more profits

for the farm owner.

The issue for agriculture iallese a question of

farm size than, it is the maintenance of market conditions

which tend to assure a sufficient return on the.farmer's ,

investment and his labor. Costs, the availability of

credit, and market leverage are more critical factors,

yet they are te a great extentjunrelated'to actual or

potential efficiency. \'

A review of these extrinsic factors unrelated to

efficiency reveal that the family farmer is disadvantaged.

1Size/efficiency relationships varied from crop to
crop; however, with regard to the production of cling peachiest,
"average cost reached a minimum with an orchard size of 90
to 110 acres when mechanized practices were used." In the
IMperial Valley, examination of vegetable farms having acre-
age which ranged higher than 2,400 acres disclosed that the
farms under 640 acres could produce almost as efficiently
as any larger size." Producers of .field crops such as
cotton, alfalfa, milo and barley "were found to achieve
lowest average' cost at about 640 acres." The report found,
in fact, that -in these areas, larger farms extending beyond
1,280 acres'Were slightly less efficient." Economies. of
Size in Farming*. United States Department of Agriculture,
Agricultural Economic Report ar$. 107 (1969).
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Despite the'fact that he bears all the risk. of. producing

the foOd, must nurture the crop from year to year, often

waiting for years before vines and trees.reach.maturity,

too often he receive' the least return'of all components

of the food delivery Chain. For example, a 14-ounee

bottle_ of ketchup, which costs the houseWife about 30 cents,

t
brings the farmet a little more thanone penny. In contrast,

the wholesaler, or middleman,"who is a transient conduit

between the farmer and the retailer, skims 'off as much°as

40% of the price the consumer pays for market produce:.

Clerks in air- conditioned Safeway markets earn up to

$5.00 an hour in parts of Californiavproviding them with

a greater return than the farmer .receives felr.his labor,

and three timed the earnings of the farmwotkeronsistent

with the a/etage farmer's deficient return on his invest-:

ment, the farmworker's earnings average onehalf the

national industrial average.

There are those who would say that big business is

the solution to the farm problem. In fact, the entry of

big.business into agriculture has caused much of the problem.

. The poultry- and'egg industry, for example, has

moved from production by small independent farmers into

:control by vertically-integrated national pOultry-feed

suppliers such as. Ralston Purina.
?3/

l961r a:California

legislative committee completed, a report on vertically
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his family: The H.. S. Department of Agriculture and the

University of California exhorted poultrymen to get bigger:

And poultrymen followed this advice. Profit
margins kept shrinking, and it took more and more

°--eggs from more and more.chidkens to supply the
operator and his family with a living wage.1

Business-hungry feed mills, equipment producers, investors

anxious to find tax-saving devices--all contributed to the

over-production. Hatcheries burdened vith over-production

contracted with farmers to simply raise the chickens,

supplying bOth feed and birds and paying the farmer a fixed

amount per dozen eggs 2 --an amount that was insufficiently

related to his costs of production. Under vertical inte-

gration, the farmers claimed,."the margins are so low you

`need to maintain a volume in order to stay in:"3 The,

grower can't pay back his loans because of low.prices, and

the company, in order to make the investment bring.in some-

thing, puts more chickens on the ran*, which depletes

:prices even further."4

Those farmers who resisted vertical integration

became the victims of purchasers. Processors and whole-

lIbid., p. 15.

2
Ibid., p. 16.

3Ibid., p. 23.

4
Ibid., p. 25.

`.
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Baler* would keep the producers' price low, maximiza

their profit on resale to retailers. Citihg variations

in the market unrelated to demand, they indicated that

wholesalers "simply stated the pripe they'Wanted to pay

11°. . to force the, poultryman out of businSi or into an

integrated set-up." Wholesalers, they claimed, would stop

buying when prices rose, forcing the prices down.1

Time has not corrected the problem experienced by

egg and poultry producers. A recent study2 of egg production

in Riverside County, California, which produces almost 12%

of the nation's eggs, shows that producprs are "getting
4

/8 to 10 cents less per,pzen eggs than it costs to produce

them.

Tax-Loss Farming

The foregoing distillate of the transition from

independent operator to external'vertical integration in

the poultry market presages the future for.field and tree

crops, and for meat production. Shrinking profits du, to

the manipulation of the market,and,costs of production,

over7production and tax-loss farming are now being

employed by conglomerates seeking to'eliminate thefamily

farmer or make him a vassal ofriciaintegrators.

1Ibid., p. 17.

2At the University of California, Riverside.
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Consider, for example, the inevitable impact

on the small farmer of the enormous increases in produc-

tion unsupported by an increase in market demand, which .

will follow from the addition of 450,000 acres of newly-

irrigated land on the west side of the San Joaquin Valley

as a result of the California Water Project. Add the

factor that much of this land is owned by corporate giants

such as the Southern Pacific Railroad and Tenneco. Finally,

consider that the water will be delivered to the area at

the mere cost of transportation --a 90% discountpresenting

an enormous subsidy to thosp who least need it.

The greatest incentive which conglomerates and

syndicates have to enter agriculture stems not. from the

profit motive but rather from our convoluted federal tax

laws. The conglomerate often realizes 'its gain from

supplying machinery, equipment, feed and fertilizer at

one end and processing and marketing the product at the

other. The gains realized from these fields and from non-

agriculturally-related affiliates are offset against a loss

which it willingly sustains in agricultural production.

The loss is minimized or turned into a gain by taking in-

come tax credits against the profits derived in the other,

non-agricultural, fields. But the family Zarmer'engeged,i.

eIplusively in- agriculture has no offset. Since his com-

petitor often sets the market price, he must seli his

product at a loss or go out of business.
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In addition to tax advantages, the conglomerates

realize a gain simply from the anticipated'appreciation

of real estate. Last year, the largest item of increase

of agricultural assets was the enhancement of real estate

value - -a growth of $6.3.billion. Since the value of land

is increased only on sal4 this enhancement of assets

against which the corporation can borrow funds is still

not taxable until the year in which it is sold. Therefore,

the speculative value of holding land and the economic

leverage resulting from an increase in asset value are
.

further inducements to the corporation to invest in and

utilize agricultural land.

Unfair Competition

The result of conglomerate entry into agriculture

is that tIO'hingle-activity farmer must compete against

producers who not only corner the market through vertical

integration, but produce at a loss, deriving the benefit

not from profits on the sale of agricultural production,

but rather from tax gains and land speculation.

over- production, then extrinsic control of market

and costs, and tax -loss farming, Fontinue to force efficient

family farmers out of agriculture. Many of those who remain

will be tied by contracts to vertically-integrated conglom-

erates as mere vassals or, as one farmer put it, "hired hands."

3 5 U
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Enormous industrialized farms will run for miles, inter-

spersed with labor camps. Merchants in rural communities

once surrounded by a higher densityof farm owners, will

*se some of their markets; the body politic of free-

holders will shrink, and agricultural areas will be

controlled by dominant land-owning corpo:cations whose

board members reside in distant cities.

Consumer interests could in the'short run equate

loss farming with lower prices, but the conclusion would

be prematUre. Seventy-five percent of the increase ins

food prices in recent years is attributable to non-farm

costs. Moreover, the recent disclosure that the monopoly

conditions which prevail in the breakfast-food industry

costs the consumer an estimated extra $200 million each

year is an indication that the short-term gain is only a

sugar-coated lemon.

Some Conclusions canibe reached regarding the

trend toward vortical integration in agriculture, unwarranted
a

as it is by economic considerations. There in a need to

11
apply the principle of public trust to the affairs of our

largest corporations in order to assure both that their

conduct is known to those who will be affected by it, and

that it is not patently inimical to the general welfare

of the Vociety. Laws encouraging unfair competition in

agriculture should be modified to assure that the federal

I

67397 ( - 72 - ps, 0A = 23
851

4 ,1
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government help those in need rather than those who

not, only don't need help but who should themselves be

helping others.

Public Trust Accountability

The duty of private landowners and major corpora-

tions to account publicly for their activities and to

conduct their affairs in a fashion that is not inconsistent

with the public good has its origins in the heritage of

English common law. With respect to land ownership, all

title to land emanated from the Xing as the representative

of the State. In English law, the residual title that

reposed in the State was memorialioed in the related

doctrines of escheat and forfeiturp. If there were no

heirs to which the land would pass,..title returned to the

State. Similarly, if the owner of the land breached

certain obligations of loyalty to the State, the land was

subject to forfeiture. As such, the notion that ownership

is subject to overriding considerations of public good is

not novel.

A second concept rooted in Anglo-American juris-

prudence apOlicable to major corporations is the trust

doctrine. Commercial enterprise is a privilege rather

than a right, and should function consistent with the

public interest. ica, this reason, many commercial

352
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activities are subject to licensure.- A person who under-

takes a task in behalf of another or performs a function

affecting the interests of a class is a trustee for that

group, and accountable to that group. lie has tife

responsibility to fully disclose his actions, to'provide

assurance that his conduct is in fact in the-interest of

that group.

The notions of public trust and the duty to.give

an accounting are relevant td the conduct of the thousand

largest corporations in the United States. A conglomerate

whose aggregate sales represent one-tenth of one percent

or more of the gross national product of the United States

has a sufficiently substantial impact on the consumer, on

commerce, on labor, on the cost of living--indeed, on the

quality of life, the environment, the allocation of re-
G.

sources and so on -to justify the application of the

public trust doctrine to the enterprise. Accountability

and the duty to disclose transcend the necessity of full

and complete disclosure related to the periodic sale of

stock. Xt is, or should be, an ongoing responsibility

based upon the year-to-year affairs of he enterprise and

its continuing effect on the society.

The concept is already manifested in regulation of

the banking industries in the United States. The insurance

*-\
4
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industry, for example, was the first industry. subjected

to affirmative regulation. It is uniqUe because it is

undertaken almost exclusively by the states, notwith-.

standing the interstate nature of the commercial activi-,

ties of the industry. It is unique, also, in that the

prospective contractual obligations' ofthe insurance

company, requiring continual solvency, have led the

regulation of the industry to take on the quasi public

trust. analogy. The essence of insurance regulation is to

impose on the company the duty of full disclosure-of its

financial affairs, including an annual audit undertaken

by officials of stateinsurance departments. Investments

by insurance companies are strictly regulated, and rates

c,are subject to disapproval in the interest of the consumer

and the solvency of the company'. .

.7The public trust doctrine is readily applicable to

the thousand largest corporations in the United States.

Legislation could be enacted determining that any business

entity whose sales in the aggregate exceeded one -tenth Obf

one parcent of the gross national product would occupy a
.

quasi public trust relationship to the United States. h

The duty to provide full public disclosure of its activi-

ties by way of accounting would bo imposed upon the entity

as a concomitant to its public trust relationship. As

with the insurance, banking and communications industries,

ts 351
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a licensure provision could be included as well. Opera-.

tions would be subject to periodic audit by way of veri-

fication of the information provided annually on a

voluntary basis, at the expense of the company.

Opportunity for

Beyond the corporate duty of public disclosure,

a number of specific steps should be taken by the federal

government to restore equal competition for the family

farmer.

1. Tax changes. Current tax laWs which provide conglom-

erates with unfair tax advantages should be reviewed and

modified tc; reduce the advantage deriving from land opecu-

.lation and the competitive disad tagea experienced by

perAns earning the bill* of their-income from agriculture

along.

a) Tax-loss farming 'could be minimized by pro-

hibiting tdx,eredito resulting from the setting off of

losses in agriculture against profits earned by non-

agricultural subsidiaries.

b) Speculation might be minimized by imposing a

tax on .increases inland values resulting from other than

improvement of the land or increased economic value of the

land attributable to increased earnings. The tax would be

payable in the year in which tho increase ia value occurred.
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Owners,who directly or indirectly derived their substan-

tial earnings from agricultural production would be

exempted.

cl To further reduce speculation, net profit

from 4 sale of and could be taxed as ordinary income.

An inordinate tax occurring in the year of sale could be

rduced by application of the income-averaging provisions.

2.' icaldredeiIcreuiroreaelimitatnent. The existing
§

laws establishing the smell and medium-site farmer as the
.

basic agricultural unit of production in America might be

enforcedspecifically, the law limiting the supply of

water from federal reclamation projects to resident farmers;

owning 160 acres or less. any farmers who have contracted

to divest themselves of excess acreage have not as yet done

so. A measure is now pending in Congress, in both the

Mouse and the Senate, which would enable the federal gov-

ernment to purchase'land in excess.of the 160-acre limita-

tion. If enacted into law, the bill could both rectum

the acreage of some landowners and at the same time provide

for-the reapportionment of prime agricultural acreage among

smell larmerts Ind.fermworkers desirous of moving up to

faim ownership.

3. Family Farm Act. Repognizing the unfair business ad-

vantages which conglomerates derive through tax-loss farming

35 ti



and land. speculation, congresi shouldienact the Family

Farm Act, which would altogether pro4bit engagement in

agricultural Production by cOnglomerates or large, non-
-.

agriculturally-based enterprises. The significance of

this bill would kp to Place farmers on an equal competi

tiVe footing.

4. .Encourageico-ops. Small farmers can compete With

large farmers efficiently, in the event that they are able

r

to/take advantage,of ego Tales of scale deriving, from

common purchasing, pre essing and even marketing.. A,

program of technical assistance ihould be iniilated,

providing assistance to small farmers seeking to modern-

ize plant and 'equipment, who have combined in cooperatives

which show a ocapability-of reducing costs and maximizing

gain from sale of produce.

5. Farmworker farm ownership. .A related program should

be established to provide 'seed money and ongoing technical

assistance to,farmworkers seeking.to take an ownership
t 4

position in agricultOre. The'program might be integrated

with related government projects,.so that, for example,

excess land purchasad under the acreage limitation enforce-
)

ment act- .would be leased to individual farmworkers who have

formed agricultural cooperatives to take advantage of

economies of scale resulting from cooperative purchasing;:"

processing and marketing. Tho seed money program would.



disparities between benetits acctuingto industrial

workers and to farmworkert; under present-laws and "economic

conditions. FarmworketiMinimuM wages cOuld))0-increased to

close'the gap between the average farmworker hourly wage '.

and the average industrial wage ih AMetica. Similarly,

4benefits such as. unemployment insurance could be extended

to the farm labor force..

9. Marketing leverage: Since agriculture meets a

national Market--frUits and vegetables can be air-freighted

from one end of the country to the other in a matter of

hours--the gueStion of over-production'an& concomitant

\loss of income might be considered to be a national, rather

tlian a regional, pioblem. Therefore, national marketing

boards might be established to minimize unreasonable

competition between farmersNot competing regions. The

marketing boards would function to restrict productivity

to that which the market is likely to reasonably absorb,,

minimizing uneconomic surplusses which benefit neither

farmers nor consumers, but only maximize ptofits_of

middlemen.

While the national marketing boards would be volun-

tary, special privileges, such as federal lo4n'guarantees,

might be made available to farmers participating ih,the

marketing toards as an incentive to participation and to

maximize their effectiveness.
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Collective bargaining with processors.. Legislation

`Compelling processors and middlemen to bargain collectively

with farm associations would assure farmers, a better price

for their prOduce.

11._ Zoning. Attention should be given, not to the solution

Of short- range pro lems, but to establishing a system which

will also preserve and maximize the utilization of our

limited natural resources for the fUture. To this end,

.Congress and the States should institute a system of agri-

cUltural zoning, beginning with a national SurVey,of'land-

retources and present utilization. The second phase of

the survey would be to establish, based upon the climatologi

cal and soil-conditions in each region, the most efficient .

Uses to which the land might be put, in terms of specific

agricultural, timber or mineral productivity. Next, agri-

cultural economists would ascertain thumost efficient units

of production fox, the various, uses to which land in the

sector might be put. Finally, variableapreage limitations

would be established for all agricultural uses benefiting

from some form of federal or state assistance, such as

subsidies, -loans or, services, These limitations 'would be

non-restrictive and would, rather, impose flexible guide-

lines to' assure the highest,use.of the land. If, for

example, the optimum acreage for a farm best 'suited for
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midwestern!grain Crops WaS 400 acres' farms in excess of

440 acres engaged in grain production would either be

ineligible for public assistance such as government loans,

or would pay .a premium for such loans.

12. Progressive real property tax. A corollary to the

variable acreage limitation and regional zoning program

'would be the imposition eta progressive real property

tax, based upon value. The graduated property tax would

.tend to- reduce the advantage darlying from land held for

'---\
'speculative purposes, and reduce the presSure 5:)r increased

land values related purely to speculation rather than to

'increases in productivity7related income. It'woUld also

discourage the concentration. of ownershipof land and

shift some of -the burden for Support of local and state ..

functions from the homeowner to the commercial interests.

3 6U
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WHO. WILL CONTROL U.S. AGRICULTURE?

INTRODUCTION
r:rearm or =II ruslx.knom k to detertle the
Mrrent situation and trends in US. agriculture, dis-

cus the factors that will influence its future organization
of prodmction, and sketch some of the alternative* and
comequences of selected courses of action and their effects
upon producers, input supplied, procewors, and IX,.
SUMO.

When discussing the organization and control of U.S.
agricultural production, a definition of agriculture as used
here is in order. The term agriculture includes the pro.,-.
duction and marketing of food and fiber crops, livestock,
and poultry. Although forest products are produced on
many lams, the forest products industry is not specifically
included.

2

364

-r
Although processing and distribution of food and

fiber canunoditid are sometimes included as part of
modem agriculture, this publication uses the more re.
strictive definition just noted. However, it recognises that
vertically integrated companies may control organization
of production on farms.

To include and analyse all the policies that affect
organization and control of igricultunj is a formidable
task. This is partly. so because reuarch to help provide
bleights is far from adequate. in many CAW policies that
are in effect and the trends emaciated with these policies
may appear as evidence but may be .interpreted
differently.

ry
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1: WHO CONTROLS AGRICULTURE NOW
THE TRENDS UNDERWAY

Leonard R.ICyle,Miehigan State University
W. B. Sundquist, University of Minnesota
Harold D. Cuither, University of Illinois at Urbana-Champaign

t,
ra this review, the autism spike the mental Images of a onifem, stereotyped kind

of fanning in the U.S. by showing not only wide differewes In she and gross pro-
duction of hums (one-eighth of all fame wisdom aim* two-thirds of mks), bit
;11 who. fanners are and how control is exercised. Taterestiog IRS data reveal mute
limners" who are "allsocats but manage to hie money in forsalog. Large industrial
corponstiona are still a minor halseence, but a thin( of livestock and as eighth tir
crops are stow produced silky massy Mods at forward casstmets: Perhaps meet
weighty of all are the more intrusgilsie tress& toward ladontrialhothm of the entire
food aid Aber system a vertical tnerelmudisiovorlented structure in which mu.
glomeratoaltme may welt play an increasing role. Contisoed advances in fanslag
tedusology add to the seeming releadoessem it mode ha anent of agrievItme. The
me* cottons expensed- is that if agribtstiona coaglouserates pis control of pro-
duction and marketing of * oubstamial portion of the food supply, they would pub.
ably be aloe to control prices and hoot profits unites restrained by govermsterst
scams.

r% NZ Or 'IBS XXV :sums in Americ4n agriculture today
kJ it "Who will control productioh and marketing of
agricultural products?" Many are aware of the con-
tinuing decline in farm numbers and the increasing
concentration of production on larger team They are
also concerned that these large-scale production units,
which are becoming more involved with integrated or
contractual arungnnents to market their products
through industrialized "food systems" congloniennes, may
'some day approach the concentration of ecorstatic power
now present in much of our industrial economy.

Them developments could point to* future time, per-
haps only two or three decades away, when sole pro.
prietonhips and the typical family scale farm units as they
presently exist will have essentially vanished in the United
States, Even so, many smaller parttime or part.incorne
farms would continue to exist.

'lhe concern among farmers and rural people about
the changes that are taking place it increasingly evident,
Many of the changes are not peculiar to agriculture but
follow the patterns of change instbe industrialized sectors
of the economy. Gradually, science and technology, much
of it supplied in prototype form by the landlrant univer
sties and the United States Department of Agriculture,
have made it possible for each farm worker to produce
more. Output per hour of farm work has more than
doubled since 1950. Some of this productivity gain is,

iW).

however, rightly attributed to Aran* componentt of
the agricultural industry.

Over time the fanning units dominating commercial
production have become larger. Even so, only 5 percent
of America's limn are large enough to employ more than
IS months of hired labor per year and the faNly labor
input per farm has remained relatively utxhanged in the
last decide.

An additional complexity of the farming sector it the
increasing involvement of farm entrepreneur with off.
farm employment and Moen:non activities. An increasing
percentage of the ovmeit of.Ceneut Clam 5, and smaller
farms, or their wives, are engaged in °Mann employ.
ment. With modern transportation and communkationt,
it is becoming easier to combine the advantages of living
on a small farm with working a 40.hour week in a nearby
conununity. This is particularly true in the industrial
areas of the castes United Malts, The opportunities foe
offfarm employment are much fewer in the plaint Mahe
andsthe Rocky Mountain areas. The riektn tom belt
slides are rapidly filling with industrial communities lo.
Wed lest than thirty miles from many farm families. At
the same time, many of the entrepreneurs of larger, more

The ecoroosic doom of from Milted Ire the Some of
Cowes stet Clam I. Wog d 140.000 sad sort Cho 2 "I"
tri .2o,poo to 13/1/S__,.. Cl.... of }10.000 so $1,9
Clete 4, sake of ti,900 411,444; elan p, Wet $2,3to
$4.911I COI4 ft this 44500t loel woe, part noniron,
sod ebooeseaL
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commercial farms are also involved with professional em.
ployment and investments outside of fanning. This grad.
sal demise of a "strictly farmer" claw will be described
in more detail later, but it seriously affects the crou
currents of farm ownership and entrepreneurship in rural
communities.

Farming Widely Varied
Perhaps the most accurate attribute of farming is the

increasingly divergent nature of the operating busineu
units, among both the more commercial (generally over
$20.(100 in annual sales) and the numerous smaller, less
commercial ones. For example, in 1967 the Internal
Revenue Service reported about 3,591 farm units which
had over $500,000 in fann business receipts (I1). About
1,479 of these were sole proprie rships and the remainder
were partnerships, Also, 15,115 o the largest units, groti.
ing over $200,000, averaged $6, ,000 in sales. At the
same time, over one and a half million individuals re.
porting farm income had farm receipts of under $5,000
and taxable incomes of under $1,000.

The number of trnant.operatcd farms is decreasing
and the number or farms with partoveried and part.
rented land is increasing. Entry into farming for young
farmers is still possible if tltey are ready to accept a.
smaller farm and obtain only a part of their Income from
farming-or become tenants, but it is relatively difficult
if they try to accumulate the equity to acquire control of
a strictly commercial Class I unit. Becoming a business
partner with a relative is easier for some.

The larger, mom successful commercial units are
putting serious economic pressure on many of the smaller
units, where the operator is trying to remain and, often,
to become a."full.firne" tanner. Some describe the emerg.
ing trends as agrarian cannibalism! The "adapt or die"
concept was never more applicable than-it is in fanning
today. Many efficient farms, with sales of over $100,000
annually, are owned and operated by a family unit of
two members with up to 18 months of hired labor, Thus
the cympetifite presmre cannot be -blamed entirety on
large cOrpOrate units.

What changes in technology, economic forces, gni/.
ettlittrtdat actions, and institutions helped to create the
current situation and emerging trends? What actions can
be taken to modify or negate the forces now in motion or
to Mitt+ nriv ccuntavailing farm if this is the desired
murse of action? A final important question that still
defies answering is "What, if anything,. does the public
scant door ?" The objective of this Publication is to de.
scribe the current situation in fanning, reflecting on the
past and looking to the future, to better understand what
is happening to contrakf agricultural production.

'Th:e and similar references are listed at the end of each
chapter.

Changes in the:Number and Size of Farms

Many of the institutions, traditions, and values eclat.
ing to the faun sector of our economy were developed
before World War II. In 1929, approximately six million
fanning units were identified by the Census of Agricul.
turn. A high proportion of the production of most farm
commodities came from relatively small farms that were
owned or operated by a farmer and his family. The
main exceptions were some plantations in the South and
some largescale "specialty crop" units in California.

Over time, the farming units dominating production
have become larger and more commercial. Not only
have production units grown in sine, but many have been
integrated with other stages of food and fiber marketing.
Currently, many, very large production units can only be
described as industrialized units which bear little mem

iblance to firms producing the same product 40 years ago.
Examples are today's cattle feedlots with over 20.000.
head rapacity or egg factories with one million birds.
These units not only are much larger, in terms of pro.
due tion, but also use much more capital and less labor
and land than their predecessors.

Note ilre changes in the concentration of agricultural
Production in Table 1,1 using data derived from the
Census of Agriculture. In 1929, of those farms that were
in Census Class 2 or larger, 1.2 percent of about six
million census farms produced 14.9 percent of the out'
put (adjusted to 1964 farm prices). Ikwever, it took
all farm,with product sales of $5,000 or More. (Census
Class 4 and larger) to provide 45.2 percent of the total
output. Conversely, units producing under $5,000 of
output still provided 5-1,8 percent of total farm Sales, In
very sharp contrast, in 1961 only 12.7 percent (those
farms with over $20,000 oaks) of the 3.16 million census
commercial farms produced 61.4 percent of the value of
total farm sales, It is estimated that 20.2 percent pro.
(lured 75 percent of the sales value in 1970, Smaller
units, 87.3 percent of the total, produced only 35.6 per-
cent of total output.

Tattle 1.l --Nayarit** of the COncestratitos si Nssmkr
of Farms aml WIWI of recollects Sold, 1929 (Aillissiest

to 1964 Prices), 1364, 1969, sad 1979*

1901,
tenant

1;m-rotor total number Percent of total sales
. 1929caw 904 1569 i629 1904 1970ad.( I adj.

1.2 1,2 12.7 29.2 149 64 4 75 a
3 - 2 7 14 8 14.5 12.4 19.2 14.9
4 79 16.0 14.1 17.9 10.0 94

23 8 14 1 16.7 300 4.7 19-
6 . . 64 4 42 5 34 1 24.8 1.1 2.0

Catcatattaat Ur I'M ibm1 t«...1 Krta Wool to.0 5, DI AinInthus. Lots lot 1171) raIng.t.i WillttAlm Sr
14, /law. rp 11430 ta &so; Vmdl.e, sod Flamm." itg."4,51;:k111,* 1', Mag., J A, PPe./.. AM4 Si, W C4,15 Pam
Govio0 ran ant boil II Heady. loos Stai. Vag.. rms. IOU,
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The concentration of production on the larger units
ti

not uniform by type of farm or by area, In 1964 large.
scale units with over $100,000 in sales, produced over 68
percent of the output in the States of California, Mi.
2ons, and Florida, whik New Mexico and Colorado fol-
lowed with 39 and 42 percent. In the Midwest and
Northeast, large scale units were not so important
(Fig. 1)-

The use distribution of farms has both a historical
background and a relationship to the type 'of crops and
livestock products produced. Even in 1929, 20 percent
of the production on vegetable and fruit and nut farms
came from units that by current output standards would
be in Census Clio I farms (those with $40,000 or more
in sales). but, by 1!164, only 3,577 vegetable farms pro-
vided 51 percent of the production (Tables 12 and 1.3),
and about 7,334 units producing other field crops (in.
eluding potatoes, sugar beets, etc.) had over 74 percent
of the output of farms of this type. It is expected that
1969 census data will show further concentration.'

The changes that have occurred for different types of
fauns, as classified by the census, are given in Tables

`Iota by type of farm should be warble in 1973. .

9sapter 1: Kye. Sundquist, and Cuither 5

1.2 and 13. To date, tobacco, dairy, and eash-grain
farms have shown less concentration in production. For
example, in 1964,23.9 percent of the total production of
cadtgrain farms came from Clam 1 units. The figure
for dairy farms is similar, but it is less for tobacco farms.
Although the trend to concentration of production on
the larger farms has not progressed as Tapielty on cash.
grain, dairy, and tobacco farms as ft has on most other
farms, it has progressed substantially.

A different data series shows the lack of concentration
of beef cow-calf operations (5). The averaganumber of
beef cows per farm in the United. States was 26:3 in
1964. Even - though some ranches areIturscale units
with over 1,000 cows and it it easy to find herds with
over 5,000 cows, the dominant unit is very small. In the
eastern half of the country, beefSow herds average less
than 20 cows. These are supplementary enterprises des
veloped to utilise otherwise wasted resources on (fop.
livestock farm or parttime farms.

The concentration in fed beef production is a sharp
contrast to beef-calf production. On January 1, 1972,
58 percent of the fed cattle came from only 2,204 feed.
lot, with a capacity of over 1,000 head. The other

hfilketieg by faros with $100,000 or mere la rem sake as pertain. of Wel
saluketisig of all fur ler the 44 touliguerr alder (19$4 ctuourL (Flt. I)

25., NI*1111
v.:Tfir341e.".

147""30.:4(7".41

! 7.1

9i1r.7.4V141...29.4 214 L
!

.43,, 23.6

9 \ 42.1 1"1-7"."...--

17 0

21.3
t16.7
40.0

I. 224 I

ti
204

78,3 I 39.a i

"..

4$ state - -23.4

09 -133 = 73 pt. CA 24

307
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To 1s1; 1.2 -Nowise al Law Farr &ass by U.S. Fano
Cerwas Type sod 560929, MI, LA %%4

1929
Type atrium

site
Vegetade. .. ... 783
(Vice 6ckl crop. ....... ... , 699

-. 225
. Fruit and nut 1,924

Miscellancous 101
Ruch '.. .. 1,829
Gorton .... 441
12witack... 453
(knead .. 50
Chile vain.
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1959 1964
GUN 11, GUN 11.

2,730 3,577
4,011 7,334

11,151 19,249
6,547 8,103
3,830 5,034
6,757 5,921

13,171 13,033
29,419 55,116
4,775 8,783

486 10,825 19,101
582 8,538 15,461

. 932 1,000
Total .. 7,875 102,109 141,914

Y. wing st nn0 value ota.rsaloral saki 1. 1921, oak'. I,Gotarama t411.1a4 t41 J71 &at H.,153. loot M /46016.6%,

Table Cwastratios of Faros frosloctios by U.S. farm
Cares Type, Wiwi of hookas Sad, sad Si..,

1929,1959, awl 1964

T1 pc of farm

Vcactablo
00.ts 0c10 crop
ratarry
Fruit and not
MiscrIlancoos
Ranch
Caton
-12.ctstock ,
Galas] .

Cob grain(Cash
.

Total

1929 1959tugs CUM lb C5aaa11,

per.-vd rpoi I tratigh 1.4
29 0

3
) 1

3
19 9
10

29 2t4
21

73 5 61.4
55.8 73 7
15 4 67.9
45 1 67 G
62 1 65 4
59 8 GI 0
36 5 51 2
39 9 46 8

29.7 31 6
18 16.7 23.9
30 193 21439 82
5 0 32.5 43.7

Yana4 will. .64, 83046 rah). at_aealar6 .o 1. *144artepotabio FILM Fa astl WOO la 1961
/Arm walk, avar it02-ta) la grew tans prohoct salml as Wel Is dot

VI tAlow w Av k-4440

168,813 lots fed the remainder. The trend to large feed.
lots has been very rapid In recent years.

Ely 1970, the larg,est 223,000 farms in the United
States (those with safes over 310.000) comprised only
7.6 percent of the 2.9 million total but controlled over
52,5 percent of the production of food and fiber (9). If
this :re.nd continues, is conceivable that within two or
three decades 70 to tifl percent of total farm production
could be concentrated on about 100,000 farms, Of what
type and how large will these units be What will be the
capital investment required? How will farm control.
ities be marketed and prices established? Who will
really control these production units? What fanning op.
portunities will remain for the other (perhaps 1,500,000)

368

kss.than.commercial farms? These are questions that
are uppermost in the minds of many people, particularly
those closely allied with farming.

The Changing Nature
of Farm Entrepreneurs

With the drastic decrease in the number of farms that
dorni e the major part of agricultural output, it is
import to focus attention on who really owns, con
trots, a anages the larger units. Are they really bona
fide, full-time farmers in the commonly accepted sense
of 40 years ago?

Data from the Internal Reienue Service for 1966
(Table 1.4) help increase our understanding of the
people involved in fanning About 3 million individuals
.reported fan!' income in 1966. Not all of these indi-
vidukls were active farmers and not all farmers reported
income. So there is some difference in the populations
reported in the census and IRS data. Of those indi.-
viduals reporting farm income to IRS, 90,060, or S
percent, have been classed as "anent." To be so dorsi.
fled, they had to have. total taxable income of over
$25,000 (for other specifications, see footnote to Table
1.4) (8). These individuals "were.generally associated
with larger farms (averagig almost $15,000 in -Dish
farm receipts). Since less than one.third of this.was net
farm profit, the taxable farm income was considerably
less than their average taxable income from nonfarm
sources of $12,000. Half of this group reported income
from wages averaging over $20,000 and 56 percent re-,
ported dividends averaging almost $15,000. Nearly a
third of the group was involved in a .nonfarm sole pro.
prietonhip or a partnership, and the average Income
from each of these sources was about $16,500 and
$14,500 respectively.*

Another 441,000 individuals, or 14 percent, were
classed, as "well off," usually having taxable incomes
from $10;000 to $25,000. They had cash farm receipts
averaging $19,240. Their average taxable of In.
-come vial $9,660, which was also higher than their
taxable net farm profits. Perhaps about half of this .
group could realistically be classed as bona fide, full.
time fanners without significant off -farm-farm income.

The 931,000 individuals represented by these two
groups apparently constitute most of the unincorporated
entrepreneurs for the U.S. Census Class I and II farms.
In 1970 V.S. Department ,of Agriculture estimated
597,000 Class 1 and II farms with over $20,000 in saki.
Yet, their dependence cx burning ar A imams of income
to pay for family king mai to retire debts was over.
shadowed by their income from off 1 arm morn. In
fact, many strategical* used their fanning operations

0.



3417

1:11opter It IC Chither 7

Talk 1.4. -yarns anti Oalaris Isom Repack; 1y Tollokhuile to tit Ultima Imola &Mee 1.

Off Erno Income
PercentAverage Percent with Average ?meat Portent AZZ

adjoined Number or ra Wu
Voss total profits mein*. with w4th income

warm (kadadivi* (all nonfarm

Affluent . . . ...... , _ 84t ,190
Well off ,,,,,,,,,,,, . t2,940
Upper middle 6,140
Lower rniddk, 3,320
Tom . . . 1,260
All individuals ..... . . ..
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to reduce their income tax liabilities and enhance their
accumulation of wealth. Only 39 percent of the "Ohs-
ent" group and .61 percent of the "well off" group re-
ported farm profits to the Internal Revenue Service.
Yet, 87 percent of the 673,000 "poor"..inclividdals with
much smaller farm operations reported- farm profits,

Thus, Reinsel's reporting of IRS data (Table 1,4)
provides a new dimension -to the gradual demise of a
strictly farming class of rural people, Sixty percent of
the total, or more than 1,8 million individuals of upper-
middle and loweriniddle affluence reporting farm in-
come in 1966 (groups C and LI, Table 1.4), had modest
farm operations averaging only about $10,000 and
$8,600 in farm receipts respectively. These two groups
averaged over $5,000 and $2,000 respectively in taxable
income from nonfarm sources. And more than half of
the indiyikalt in these groups had wages from off.farrn
work that materially contributed to their tool adjusted
gross income for tax purposes.

In a real sense persons ill the C and LI groups are
classed as farmers because they live on and-often operate
small noncommercial farms. The -673,000 individuals
classed as poor may even Mgt appropriately deserve a
farmer classification than the uppermiddle and lower
middle groups. They had very little income from non-
farm sources even though their fanning operations were
very small and their income was, in most cases, well
below the poverty level.

Corporate Farms
Approximately 10,700 of the Census Class 1.4 farm

units were estimated to be controlled by corporations in
* 1967 521. Though this estimate is rough, it lends some

perspective to the total incidence of corporate farms.
Some of these, perhaps 2,500, are very large, involve
various types of nonfarm business ventures, and cannot

0

be classed as family units. Thoughthis number is rela-
tively small, it should be remembered that in 1971 only
Ill of the largest nonfarm industrial corporations, each
with assets over $1 billion, controlled about 51 percent
of the assets used in manufacturing in the United States
(4).

California's corporate firms warrant special mention
because of the large number of units (2). Many of these
are vegetable, fruit, nut, and cotton farm*. 'The average
acres operated by corporate farms was 3,000 for wholly
owned units, about 1,500 for rented operations, and
5,800 for part.owned, partrented situations. Less than
1,700 faun Corporations in 1968 had about 25 percent

of total production from California's farms: Among
these farm corporations, over 80 percent were involved
in no activity except farming. This is x higher percent.
age than for any other state except Montana.

It is difficult to document the increased involvement
of large publicly held corporations in agricultural pro-
duction, but many believe this is occurring: The kgis-
latures of several states have recently considered laws to
restrict the involvement of corporations in agriculture
because of Intensive concerns of farmers. North Dakota
has had a law that prohibits corporations from owning
or operating farmland since 1932. Ilowever, nationwide
no yew effective curbs have yet been implemented,

AR,

Forward Contracting
and Integrated Production

Some farmers fear the gradual increase of agricultural
output marketed through forward contracts or ink.
grated production operations. Others, such as milk pro-
ducers and sugar beet growers, often do not realise that
their output is marketed underoi forward contract and
may have been for many years. Contract and vertically
integrated production increased slightly in the 10 years

St i9
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between 1960 and 1970 from an estimated 19 to 22
percent of total output (7,). This repiesents considerable
variation by crop and type of livestock product. Cur-
rently an estimated 382 percent of the livestock and
livestock products and only 14.9 percent of the crops
are produced under contracts or integration. IfoweVer,
100 percent of the sugar beets and sugar cane, 98 per-
cent of the fluid milk, and 97 percent of the broilers are
preduced under prior commitments (Table 1.5). For
sugar and milk, federal laws and regulations are very
much a part of the system.

The methods used to contract for the role of fluid milk
are considered satisfactory by most dairy fanners, in.
eluding the small ones. Many farmers, however, deplore
the lack of freedom which exists for the farmer who
produces broilers under contract. At least a part of the
difference remits from dairy producer cooperatives con.
trolling the contractual arrangements for milk while
large feed companici or other nonfirm firms control the
contracting for broiler production. Thus, producers are
considered to have n more effective voice, and greater
entrepreneurial input, in setting the contract terms for
milk than for broilers. As farm cooperatives gh larger
and more powerful, fanner members are concerned
about their relationship to the marketing decisions
made by the leaders

Jn the last 10 years n comiderable increase has taken
place in prearranging the disposition of processing veg.
etaLfcs, fed cattle, eggs, and turkeys. The only farm

Table i.3-- Estimated Percentage of Output Produced
Older Forward Contracts and Vertical Integration

hi 1960 and 1970

Cornarotlay 1960 1970

ficrtlatalra 1 0
flay and Luxe 3 9
Food grains 90 29
3'ra:A voartatitra 43 51 9
Proccnina vrrrtablra 57 0 05 0
Ihy brans and pcur '100 40
l'otanco sul4crertprstraars 700 70 0
Citrus (trot, 000 050
(Mc: fruits and rears 93 0 40 0
Eugar beets 100 0 100 0
Cum rtrzr 100 0 WO 0
litre segos urpa 70 7(i
,;t5011 o 0 12 0

Tatacru 40 40
rstqrs t4 11

rrl (tops Coo illi 1
M otrllanrotti crops Sr ft I) II

Total Crape 12 0 14 3
Fccl ratan 11 0 2,2 0
l'!1.crir and barnL^a 4 0 1(1 0
11oFa
Fluid grade

1 4
90 0 00

2
0
0

Manstacrurm0 -grads milk 27 0 20 0
rEto 15 0 40 0
ilruars 90 0 07.0
Tuskr".4 34 0 54 0
Iktictltrir.rrnrs 40 4,0
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commodities that showed a trend toward reduced con-
tract production were dry beans and peas. In these
cases, once production procedures were adequately
standardized, little economic incentive remained' fot
continued contracting. Wheat and feed grains are ex-
amples of farm commodities wise little economic in.
centive for vertical integration or forward contracting ,
has arisen to date.

Industrialization of Our Food
and Fiber Systems

The rapid application of science and mechanization
to most sectors of farming leas been widely recognized.
So has the increased incidence of vertical integration
and contract production for some farm products. Ulf
well recognised, however, has been (1) the recent in-
dustrialization of some sectors of agriculture via con-
glomerate integration and (2) the shift in emphasis
throughout the distribution channel from marketing
commodities to marketing food and related services.
These developments, although still somewhat limited,
have brought ipto some farming activities the full power
of capital, tecfiTtaiwres and business enterprise already
present in other more highly industrialized sectors of
the economy. They involve much more than mere con.
tractual delivery of a farmer's product. The involve-
ment of feed companies in the production of broilers
and eggs is a recent example. Two components of this
industrialization enumerated by Farrell (3) and by
others arc (1) the enormous expenditures made for
product and service development and (2) the prolifer-
ation of brand.differentiated, advertised produt ts, which
are packaged in a wide range of forms and designed to
capture the food dollar of affluent, convenience seeking
consumers.

The old simple concept of food as a staple, basic com-
modity'and of a sovereign consumer with a clearly de-
fined demand for food is being cast aside. Industry seeks
to create consumer demand for differentiated products
and then to tailor the marketing and production process
accordingly. This is a process that has been used ef-
fectively in the production and marketing of automo-
biles, television sets, and numerous other consumer items.

Clearly not all farrn products lend themselves to this
system of industrialised production and marketing.
However, the appearance on the scene of a number of
firms interested in selling a line of foods and related
services suggests that some farm production units will
or could be absorbed into large industrialized units in
varying degrees. Current developments in confinement
hog raising and jaw leasing are causing some observers
to predict potentially drastic structural changes in hog
production, in the future. Changes in product or pro-
reining may also influence concentration,



Food Mariufactfiring and Distribution
Increased concentration in food manufacturing and

distribution by large, often highly integrated firms can
be expected to further increase the size of farms. This
results from the (god firms trying to minimize the costs

. and inconvenience by bts,Vng and assembling farm
products in the large volume lots that they require
and by controlling quality tightly.

,sa, The total number of food manufacturing plants has'
dropped from 42,000 in the early 1950's to fewer than
27,000. In the6flour milling industrr,alone, the number

°,,was halved during the 1950's and 1960's, so that now
fewer than 540 mills are still in business. In 1965, the 31
largest firms had more than 40 percent of the total
milling capacity in the United States.

Plants processing pohltry haye also declined in num-
ber and become larger in size:'The number of federally
inspected Plants fell approximately 15 percent between

° 1964,and 1970. However, the number of large plants
those-patessing 39 million or more pounds 6P poultry

,sa year about doubled. They now account for nearly
80 percent of the total output of ,all federally inspected
plants.

Merchant food wholesalers have doubled sales per
establishment 'since the early 1950's. The number of
establishments decreased only slightly, partly because
Many have been needed to supply the requirements of
the booming institutional food market. However, whole-
sale functions are more and more being integrated with
retailing. Four out of five firms in the supermarket

'industry have' heir own central warehouses,or else are
affiliated with a retailer-owned cooperative or a whole-
saler-sponsored voluntary chain.

These firms dominate retail sales. To illustrtte, over
three-fourt17 of all grocery stole sales are currently
rung up in supermarkets (,defined as ,having annual
sales of $500,000 and up): Numerically; they increased,
from over 33,000 in 1960, to over 38,000 last year. The
numberof tuna" grocery stores those with sales of
less than $100,000, fell sharply. In 1970), only 113,000
remained omit of a total Of 168,000 in 1960 (10).

Who Benefits From Larger Farms
and Improved Technology?

For years farm management economists have debated
how large a farm should be to achieve the greatest effi-
ciency, Until recently, the researchrevidence seemed to
favor operations of modest size that could easily be
handled by a farmer and ,his family. The persistent
trend to larger units, some of which are very large and
still financially successful, is causing a re-evalation of
the potential for large scale and industrialized units.
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Conclusions from recent asearch support the view
that units as large as 5,000 acres can be successful in the
Corn Belt, but that well-managed two-man cashgrain
units of 1,000 to 1,200 acres will be competitive for some
time to comes. Two-man livestock farms with 600 to
800 acres will also have considerable staying power (6).
Yet, how many (arras in the Corn Belt arc this large?
HOw many farmers in die "Corn Belt can 'achieve a goal
of even.600 crop acres in the near future? Nearly half
of the current units would need to vanish from ,crop
Production for this to happen. With the potential for
combining farm and off-farm activities, many part-
income units will remain competitive and a wide range
in size and organisation of farm units can be expected
for a long time.

The prospects for the concentration of most of our '

agricultural output on from 100,000 to 200,000 corn,
mercial farm units depend on the continued adoption
of new technology. Since 1930, the public appropriations
for the purpose of developing new knowledge and GC
tending it free of direct charge to farmers have almost
doubled in each- decade. In recent years, private busi-
nesses havealso added large investments in the research
and development of the inputs needed for agricultural
production or in related processing, marketing, and dis-
tribution. Th investmentsjn and the flow of new'tech-
nology to agri lture are expected to continue as farm
labor and p 4ve cropland' increase in economic
scarcity.

The real cost to the American consumer has
declined by half or more since .1929. This has occuried
because wage rates in nonfarm Industries have quad-
rupled between 1929Yand 1970 while the prices of farm

, products less-than doubled during the same period. The
explanation for this is the competitive nature of the
ag prat sector' which rests firmly on technologicalNs
adv (/).

A ig concern about the ititure adoption of new tech-
nology apparently relates to the potential competition
among the early adtipters, many of whom will operate
large-scale units. Since the early adopters of technology
are usually the people or firms who obtain the greatest
benefits and the length of time for the adoption of new
technology is decreasing, competition among early
adopters may speed up. If the new technology fails,

' there may be a survival problem for early adopters who
are not well financed. Large-scale conglomerate corpo-

Jations would probably have more ability to withstand
such losses, Also, Wealthy farm entrepreneutrwith ample
off-farm incomtacan overcome1osses better than a farmer
who is entirely dependent on farm income.

If large agribusiness conglomerates` gain control of the
prriduction and marketing of a substantial portion at the
toad supply, U is assumed they 4 use techniques that

4



10 7Chapter 1: Kyle, Sundquist, and Guither

are far from perfectly competitive. In fate, they may
operate more like the large corporations that now control
muilr of the industrial wealth in the United States. With
extensive control, these units would be able to regulate
prices and boost profits unless they are restrained by the
actions of gouernment.

Government. Programs
Government policies have affected U.S. agricultural

d opulent since the early days of the nation. In the
18th and 19th centuries government policy for agricul-
ture centered around the acquisition and distribution of
land in the public domain. Land grants to iiiiroads
stimulated railroad building and facilitated the trans-
portation of agricultural products. The Homestead Act
opened a broad expanse of agricultdral land to people
with a MilliMIIM of capital. It also was a major deter-
minant of firm size and organization for a long period.

the end of the 19th century, policies gradually shifted
to those aimed at conservation of land and other natural
resources, improving the availability of credit for farml%
and building institutions for agricultural education and
research. After World War I, political action to assist
farmers through implementation of price supports began
to emerge as the major farm Policy thrust. The Agri-
cultural Marketing Act of 1929 created the Zederal
Farm Board and the first direct efforts of government to
influence fern; pricer. The Federal Farm Board's efforts
did not, however,,prove successful. Failure can be at-
tributed to several factors including the general depres-
sion of the 1930's and a lack of effective methods to limit
production in line with effective demand. But the ex-
perience gained,throUgh this effort stimulated efforts to
write a new farm law.

The Agricultural Adjustment Act of 1933 provided
for production adjustment through limiting production.
After it was declared unconstitutional, it was replaced
by the Soil Conservation and Domestic Allotment Act
of 1936 and then the Agricultural Adjustment Act of
1938. Amertdments and additions to these acts have
been made generally every three to five years. As a re-
sult, agriculture has beeunder some type of farm com-
modity income support pro am since the 1930's.

The budget for the U.S. Department of Agriculture
in recent years has included programs for the benefit of
both, farmers and consumers. The largest single portion
of the budget has been allocated to income support pro-
irams. In addition, programs in credit, conservation, re-
searth, and services and Public Law 480 provide direct
or indirect benefits to farmers (Table 1.6).

Since11' 60, direct income payments have risen along
with the total federal budget for agriculture. Feed grain,
wheat and cotton program payments in 1970 made up

a

-

a

O

Table 1.6 U.S. Department of
for the 1971 Fiscal ear

tare Budget

General purpose Million
dollars rercau

Income support 3,702.4 , 46
Credit

,....
670.4 8

Conservation 455.8 6
Research and services 582.9 7
Consumer food services 1,976.9 24 ..
Public Law 480 702.5 9

Total 8,090.9

about 89 percent of all government payments to farmers
(9). In the 1971 fiscal year, these programs accounted
for about 46 percent of the total USDA budget:High ex-
penditures for these programs have resulted in a propor-
tionately high distribution of payments to those states
and those producers 'where feed grains, wheat, and
cotton are important and constitute a major part of the
agricultural production.

In 1970, direct payments totaled $3.72 billion. In the
same year, these payments were equal to 23.7 percent
of US. realized net farm income.' Since some costs were
involved, these payments resulted in additional net farm
income of something over $3.4 billion. These payments
varied largely in proportion to the size of individual
farm operations and volume of sales (Table 1.7).

As a result of price support programs that tie benefits
directly to farm size, larger farms have received much
larger benefits than small farms. For example, in 1970,
7.6 percent of all farms (those with over $40,000 gross
sales) received 30.4 percent of all payments.,

Effect of Government Programs

Have government programs. encouraged formation of
larger units? This is a very debatable question. Most
programs, whether price support, land retirement, or
direct payments; essentially base both performance re-
quirements and rewards (price and income) upon past
history for individual units. Also, most programs at-
tempt to perpetuate certain past relationships among .

tenants and owners al long as tenants remain on the
land. They have not protected against loss of access by s,
tenants and, except for sugar cro had no pro-
toddn.- for wage labor. Coarequerittrnment pro-
grams do not of themselves materially alter the precious
income relationships among farmers of various types and
sires. Presumably incomes are raised in a more or less
uniform percentage for all farms.1

There are, of course, exceptions. At various times
smaller farms have been given a relative advantage

eIP payments are excluded as part of realised net income,
then they are equal to 30 percent of the realized net.

s

ar
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Table 1.7 --U.S. Farm Tacoma Distrihution by Sales Classes,

.1
Farms with sal of AU

$40,000
and !yore

$20,000
to 39,999

$10,000
to 19.999

$5,
te 9,999

$2,500
ts4,999

Lea. thin
$2,500

,
fume

bitiniber of farms (thousands) 223 374 313 370 260 1,214: , 2,924
Distribution (percent) 7.6 12.8 17.5 12.7 8.9 40.5 100
Cash receipts (percent distribution) 52.5 21.4 15.6 5.8 2.1 2.6 100
Average realized groat Income per farm $126,812 - 832,096 $17,450 $9,324 $5,199 12,14$ $19,350
Average realized net Income per farm. $ 25,66* $ 9,962 $ 6,208 $3,492- $2,049 $1,059 $ 5,374
Avtrageoltfarin income per linnoperator family.- $ 5,803 $ 3,503 $ 3,452- $4,984 $5,465 $7,954 $ 3,833
Averegedireci government payments perterm $ 5 067 1 2,527 $ 1,715 $ 916 $ 592 $ 227 $ 1,271
Direct &Oen:uncut parrientr.(percens distribution) i0.4 25.5 23.7 9.1 4.1 7.2 100

;a:r.s.butessansat penman.

through minimum allotments or upward factoring of have been i contributing factor, Overall, however, with
payment rates and more liberal rules for land retirement. the exception of tobacco farms and perhaps other limited
On the other hand, in the 1970 Act most of these con- 'situations, She impact of government payments has been
cessions, except for farms, were eliminated. Xn- to help finance the growth to large open lions for many
stead, a limit of $55,00d was placed on payments that farmers. At the same time programs h e provided in,
large farms could receive, This limit has, however, gen, come stability and adjustment gni:lane to some farmers
orally been regarded as Ineffective: who have chosen not to increase the ts of their farm

At the least ,then, history - based' progrims were not. operations or who were unable to go so.
intended to, nor did they provide a major differential
income advantage to smaller farms. That their net effect
has been to give a positive net lorfg.run differential ad-
vantage to larger farms is an often advanced conclusion. There is a tendency for some people 10 think in terms
The evidence appears to support it. S'eueralsportant ago- of commercial farms as being all thercjel. farming.
sons for believing that price and income- programs speed Yet, in reality there are approximateIT six units with
the trend to concentrated haldings are (I) wealthy issues- under 420,P00 in sales for every unit with over $20,000
tors, galas. farm or off -farm, presumably are highly ee- in sales.
rpm:riot to protected income, (2) the itabiiity of income Each yeas- there are more rural residents who are
Promised by programs may provide improved access to farming and also working full time off the farm. This
big capital markets, and (3) small farmers have difficulty is particularly true near emetropolitan industrial areas.
accumulating capital for expansion even with commodity These people prefer to live inn rural area and pntage
price supports. f In small agricultural operationsi without any intention

A second line pf reasoning isan almost ironic counter; of bet'oming Lull -time fanners, Also, there are many
part of the previous ones. Part of the staying power of small farmers who are semiretired and use the farm to
the traditional farmer has been his ;willingness to accept keep busy. USDA estimates show that two out of three.
a substandard income. As. incomes are lifted to 'near, Nnerican farmers receive over half of, their annual
equivalent levels with nonfdrmers by government prsif.s...aincorne from off -farm sources. e off-farm income of

grams, farmers lose the protection they had with lower operators doubled in a deca , rising frcps $8,5
earnings. 'Billion in 1960 to $17 billion in 1970, hen it exceeded

Some side effects may also favor larger, farms. If 'net farm income for the first time (9).
larger farms are undermanned and underequip(pect ....Very sizable land -resources will continue to be used
land-retirement programs are very attractive. If smaller for noncommercial farms regardlessof what happens to
full-time farms art overcapitalized, they find land re, .sire concentration in *coinmercial agriculture. Much of
tirement onerous, Also, the nonfariner who can "farm" die pioducticcliani these units will be for home con-
the program throlsgh land ownership finds land retire. sumPtion orloi.;1 use, but at long. as markets are accts.
ment more attractive than she. operating slide, some productionigtilralso enter into the Indus -
farmer who cannot buy or rent more land. trialized food system. -

A number of factors have been 'iesponsiblc for in Very few logical reasons can be used to predict that the

04;
creases in the number of large farms and it is difficult forces now in motion in agriculture will subside in the

do specify the extent to which government programs near future unless majorilhanges am made. In act, a few

Commercia in Perspective

'. 7,46.
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scientists believe that new technology in farming will be
adopted Want even faster rate in the next two decades.
Most of these new developments, like many in the past,
will result in larger farms and require more capital and

. more sophisticated management. As all of these forces
converge, it will become even more difficult for an in-
dividual entrepreneur to become established and com-
pete successfully in commercial farming.. The managerial
skills and equity capital requirements will be too great.

Some family-owned partnerships and corporations
and a limited number of sole proprietorships will be
able to tontrol the resources needed to organize an
efficient farm business operation for some time to come.
However, the problems of settling estates where large
amounts of capital and high estate taxes are involved
and the inability of some families to work together in
solving the intergeneratiod transfer of farm units will
gradually work to the advantage of largerscale, less
famly-oriented, entrepreneurial control of agricultural
output The forces imposed from-the processing, mar-
keting, and distribution sector wilt also enhance this
trend. 'This is particularly true for those, farm, commod-

,,ities that can become an important component of an
integrated food production and market service system.

The future for many part - timer and part-in iwi:tie
farms with sales under 120,000 will remain good as long
as; their production has access to markets aret.

.

reasonably equitable. Stability in their nonfarm income
will be very importfit.to them. So the diversity in the
size and structure of operating farm units of all sizes
will continue fora long time.

a
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2. ISSUES IN CONCENTRATION VERSUS DISPERSION

Harold F. Breirnyer,University of Missouri-Columbia
Wallace Barr, Ohio State University

Questions affecting a policy choice between a concentrated versus dispersed
farming system are not new. Criteria for the choice begin with the ideals, values,
and goals of all who are affected farm operators, tenants and laborers, marketers,
and consumers. The authors test dm two systems against these criteria while ra
minding that other, intermediate systems also are possible. Further, any preference
for dispersed farming does not exonerate that system from its faults or excuse it
from all need to change. Overall, purely economic factors in the polity choke are not
more important than "our ideas of the kind of world we want to lire in."

The ultimate value of a fret economy is not production,
but freedom, and freedom comes not at a profit, but a
cost.

Henry W ankh

Had it been merely the liberal spirit alone which inspired
the American lamer to become capitalistically oriented
... the difficulties he encountered would hats been
greater than they were. But where land was abundant
and the voyage to the New World itself a claim to inde-
pendence, the spirit which repudiated peasantry and
tenantry flourished with remarkable case.

Louis Hartz

Ent onuturros exaggerates its own place in history.
It it-colts accomplishments as original, its problems

as unusual. United States agriculture today is no excep-
tion. It overexalts its achievements and overrebukes itself
for its deficiencies. It overstates its problems as new and
unprecedented.

A pressing policy problem for the foreseeable future is
how farm production and marketing is to be organized
and who it going to control it. Thrust upon us after 40
years of preoccupation with acreage controls and price
supports, this organizational issue appears strange and
new. It is not new at all; it is ancient.

From the time primitive man divided the tasks in pro-
viding food and skins until the day of modem commercial
farming, the organizational system has been a subjett of
deep importance to fanners. Also, it is important to those
associated with farm production or marketing, and to
those dependent on it for sustenance that is, to
everyone:-

Historically firming has been organized in many ways
and it is organized differently in various parts of the

13

syorld today. Farms range from the minifundia to the
semifeudal estates in Latin America and from the scat-
tered hereditary private plots of western Europe to large
corporate farms of the western United States and the
large state farms of the Soviet Union.

In most of the United States a single kind of orga-
nizational system 4.s. prevailed. Best known as the family
farm, it is more kturafely designated as a smallunit
proprietorship. The term used in this puldication is a
"dispersed" or traditional system of farm production and
marketing, which contrasts with its extreme opposite, a
"concentrated" system. By using the general term of dis-
persed farming, we avoid being bound to a particular
system of the past or present.

The policy question is not whether thing; will be kept
just as they are; it it neither desirable nor possible to do
sa. Rather the basic question is whether some version of
a dispersed farm production and marketing organization
is to prevail or whether the control of U.S. farm produc-
tion and marketing will be concentrated in a relatively
small number of large firms. A key word is control. It
has little relation to the form or location of operiting
units. In a dispersed farming system decision-making
power is dispersed. In a concentrated system the control
rests in a few hands. Also, the issue involves the degree
of dispersion or concentration that will develop.

The opening chapter sketched some current develop-
ments in U.S. farming. This chapter will outline some
of the criteria by which policy should be considered,
name some of the causal forces that account for the
trends, and list a few alternatives and some consequences
to various segments of society.

The criteria particularly concern the values and goals
that ought to enter into policy decisions of such 'vital
importance.

A 1a
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Values and Goals
First we consider the desires, the ideals the values, and

the goals of persons affected by the future organization
of farm production and marketing. What indeed are the;-
aspirations of farmers? This includes not only the
owner-operators, but also the tenants and the wage work-
ers In addition, what do suppliers and marketers expect?
What does the consuming public ask? Is there any com-
mon ground among the groups named above? Do all
hold the same values and share shalt goals?. Although
unanimity is neither necessary nor possible, a consensus
must exist

Operating Farmers
Attitudes and aspirations of operating farmers, whether

part or full owners, have been pulse-counted often (1,3,
4, 5, 6, 7). The findings are mixed; not only do indi-
vidual farmers disagree but many persons are inconsistent
in their viewpoints.

The following points probably approximate the find-
ings of most farmer-attitude studies.

Farmers eagerly seek new technology or are tech-
nologically progressive. No kinger *re most famien hide.
bound as to practices in production.

Farmers are willing to4go into debt. The older in-
tense resistance to indebtedness has waned. However, this
has not extended to acceptance of permanent heavy in-
debtedness on land. 'Fanners aspire to a sizable equity in
land. This has become harder to achieve.

Farmers are of mixed mind about assuming high
risk versus entering into either contractual arrangements
or governmental programs to reduce uncertainty. Gen-
erally, however, as fanning risks increase, farmers are
more willing to accept measures to reduce them.

The vast majority of farmers declare they prefer to
.remain independent proprietors buying and selling in the
open market, ratherthin enter into production contracts.
This has not stopped the steady growth of contracting in
various products.

In principle farmers favor, or at least accept, the
benefits of group action, as in cooperatives or bargaining.
On the other hand, they are reluctant to become in-
volved in it. This contradiction is reported by several
studies shaving that fanners approve 'collective action
in marketing and pricing but are unwilling individually
to join in it

Farmers want financial security for 'themselves, par-
ticularly for retirement yean, but hesitate to grant
equivalent pro tions to hired farm workers, as by social
security, unem ern insurance, Workinen's compensa-
tion, or union Fames tend to take a paternal-
istic view toward hired workers.

3,7 6

Farmers have a genuine love of the land, a respect
for it, and a .deaire to protect and preserve it This atti.
tude is not mercenary; it hat roots that are almost reli-
gious. It extends to an acceptance of measures relating
to what is now called "ecology," which, includes theolder
idea of conservation but extends beyond it to environ-
mental protection and preservation.

Fanners' attitudes toward earning an acceptable
income, to which they of course give much emphasis,
may be put in terms of their favoring "commutative
justice" while objecting to the principle of "distributive
justice!' These teens describe two different concepts of
social justice that are derived from the ancient Greeks.
Commutative justice refers. to equality in private rela-
tionships. Distributive justice calls for more direct action
to share wealth and income. It justifies policies to give
direct help to persons suffering low incomes. Farmers
generally accept the principle of distributive justice only
for handicapped .persons, the elderly, and similar dis.
advantaged group; and others with whom they are per-
sonally acquainted or can personally Identify.

Among examples of commutative justice, farmers have
supported measures to bring honesty and fair trading in
marketing, and even to seek price parity for farm prod-
ucts. They have hesitated to accept income redistribution
through direct treasury payments, a form of distributive
justice. When direct payments gained wider use in (ann
programs they were made more acceptable by. cloaking
them under the concept of land rental, which classifies as
commutative justice. In reality, only .a portion of direct
payments pays for voluntary retirement of land and
thereby conforms to commutative justice. The remainder
is income supplement and fits the idea of distributive
justice.

Tenants
Traditionally, the farm tenant has been regartd as a

potential owner hying to accumulate enough capital to
climb the agricultural ladder. As land becomes scarcer
and more costly, the ladder becomes harder to climb.

Little evidence is available as to tenants' hopes and
plant. Some want to buy land for a base of operations.
Others find it more promising to put their funds into
operating capital and into education for their children,
as they till ever larger acreages rented from as many as
five or six or even more landlords.

The relationships with 1;ndlords involving farm pro-
gram rules, security, income, and level of living are pre-
sumably of primary importance to career tenants. With
regard to -technology, risk, group action, and attitude
toward land, tenants probably hold many of the same
values as owner-operators.
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Hired Farm Workers
Some workeri are neighbors or other farrners with

few alternatives who are "helping out," but there also
is a hired labor class. The hired farm labor group ranges
mm permanent skilled labor as on large dairy farms to

temporaly seasonal labor with little attachment to agri-
culture.

The interests of these hired persons appear to be hien.
tical with One of industrial labor: wage rates, working
conditions, stability of employment, and fringe benefits
including workmen's conversation, unemployment com-
pensation, health insurance, Ind social security. More
farm workers are turning toward the union form of
organization as a vehicle to express and press their wishes.

Marketers
Firms that buy from farmers are usually -takers

and are affected more by the volume of done
than by the price level of faun products. They nt the
volume large. Marketers have frequently opposed pro.
grams by which tanners might limit the? output.

Market firms are concerned not only with the price
and volume of farm products available to them but also
with the dependability of timing and quality the more
so as they become part of the "industrialization" of the
food and fiber industry referred to in Chapter 1.

Input Suppliers
Suppliers of inputs, like market' firms, are usually

margintakers and therefore emphasize a large volume
of business. In contrast to marketers, however, the input
suppliers usually show more concern for farmers' incomes
because they know that farmers buy tncire,fertilizer, trac-
tors, and other production inputs when their incomes are
favorable.

'Input suppliers, particularly of ,products such as feed
and fertilizer, find it advkntageons, to establish secure
outlets. They resist both sharp fluctuations in volume and
a high cost of selling. These objectives explain why they
sometimes seek contractual outlets.

Agribusiness firms located in rural areas, both mar-
keters and suppliers, appear to feel a closer tie to farm
affairs than do those farther removed.

The Consuming Public
The public :a' large, which both consumes farm prod.

pets and finances farm programs through its taxes, has
much at stake. U.S. consumers have recently declared
their wither with some emphasis. Wholesome, nutritious,
safe food at a moderately low cost seems to he their ma.
for objective.

Neverthelen, it is unfair to charge consumers with
purely sectarian or selfish attitudei. They frequently ex-
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press concern for lomterm goals such as conservation of
land, and respect Miners' aspirations for both accept -
able `income and proprietary status. Consumer protests
over high food prices have been directed almost exclu-
sively toward processors ind retailers and not toward
fanners. Partners enjoy considerable good will among the
consuming public.

Dispersion Versus Concentration

Features of Dispersed Fanning
A dispersed system of farm production and marketing

by definition has many proprietary units. On each unit
the operator combines in himself two or more economic
roles ouch is laborer, manager, capital supplier, and
often a landholder. The proprietary status of farmers in
a dispersed system is usually related closely to an open,
market system. This does not rule out all contractual
marketing, but it excludes contractual arrangements that
seriously compromise rthe managerial independence of
the farmer.'

A dispersed system of farm production and marketing
does not as a general rule result in sharply divided eco-
nomic...social claire: for those who work the land, for
those who manage and for those who own it. This is en
important feature.

A dispersed system puts little if any economic power,
in the hands of each farm or farmer. The 'farmer can
manage his own resources as he sees fit, but he possesses
no economic power beyond his farm gate. This is a blsic

characteristic.
This definition is more general than precise. It does.

not rule out all absentee landlords and it allows for some
hired' labor. But it excludes concentrated power. It fits
the kind of farming that has prevailed in the North and
East and in part, but not all, of the South and West.
Typically most iandlorris have been closely involved with
farming, often being retired farmers or farmers' widows.

In the U.S. this kind of farming came into being rather
readily. During the first 150 years of our national exit-

'tenet land was abundant. Land disposal policies of the
government encouraged small holdings by many people.
But the system was also adopted because farmers wanted
it and because the public which always holds a poten
tins veto power over policies for agriculture- either fa-
vored it or acquiesced in it. Eurther adding to dispersed
landholding was the wish -cttmany persona to keep a
tract of hutd as a hedge agsinUinflatitn,

'A more complete delnitiolt.iss .q) Thairkpiivaligly owned
and cultivated. 2) Muck of theland-mtwoolbypenons witkla
agriculture. rather than by ',nonfarm propertkd class. 3) 71e"
LutlivWual
agriculture,

is manager and laborer and provides molt
or all of his operating espial; he may also own his land. 4)
Consistent with 3), the Individual proptielonlup is compar.
atively small. 5) The farm boys its supplies and sells 'Its prod.
acts In market rechange." (2, pp. 60.61.)
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In no sense is the form or organization of farming
purely economic in nature --itlhas social and political
connotations as well. historically, the men who tilled the
foil and tended the herds were sometimes subservient
slaver, bondsmen, and Serfs. Even today farmers voice
their concerns in the language of their opportunities, oc-
cupational status, security, independence, freedom.

The kind of dispersed organizational system that has
survived has not done so unaided. On the contrary, it has
benefited from much national policy undertaken in its
behalf. Measures have included public support for re-
search and dissemination of new technolopat an agricvl--
tura( credit system, a. subsidized transportation system,
landuse policies, authority for farmers to work together
in cooperatives and associations for purchasing, marketing
or bargaining purpose's, supporting incomes to farmers by
means of price support or acreage control programs, and
others.

Assessing the effectiveness of these measures is leis im.
portant than recognizing that a choice of an organiza-
tional structure has historically been st public policy
matter. It will probably continue to be so in the future.

e

Features of a Concentrated Agriculture ."4

U.S. fanning is being transformed into a new and
strange pattern. (See !Chapter 1.) Seine farms have
grown to a size That exceeds the dispersed system for farm
production and marketing. More often, large nonfarm
interests have moved into ownership or control of farm
production. The overall term for a system of farm produc-
tion and marketing controlled by a relatively few firms is
a "concentrated" System.

A concentrated organizational slatem would typically
include both fanning operations and firms that formerly
supplied inputs or marketed products in a single mature.
ment complex. Each such 'complex would establish a
"systems approach' to its internal management. This is
the oppoaite of the open market system that in the past
generated price signals to guid /each stage of farm pro-
duction and marketing.

Concentration, like dispersion, can take several fates.
A toncentratePorganizational system could consist of
huge industrial corporate "horizontally structured" faints.
Or it could take the form of contractual integration domi-
nated by agribusiness "eertirally structured" firms. A
concentrated system would leave little room for the
proprietary owner-operated farm of the dispersed system.
A few such farms might operate in fringe areas, as those
near cities that sell directly to mall stores or consumers.

Any kind of concentrated farming would differ from
a dispersed system .--difier for producers, for firms su
plying production inputs, for firms marketing and pr: ow-
ing products, (or rural communities and for consum;rs,

a78

Both the corporate.farrn and contractual versions of
a concentrated farm production and marketing system
are described morn fully in Chapter 4,

A Range of Choices

Various intermediate systems can be found between
dispersed and concentrated systems of farm production
and marketing. These depend heavily on some form of
group action by farmers or on government programs. The
total range of choices dispersion, comer ration, and
intermediate can be classified as follows:

1. Dispersion of control
a. Open markets
b. Variations upon open markets

2. Intermediate systems
a. Group contsol

(1) Cooperatives
(2) Bargaining

b. Government involvement
(1) Marketing orders
(2) Marketing boards

3. Concentrated control
a. Horizontally structured
b. Vertically structured

Origin of Pressures for Change
If issues concerning the organizational system for farm

production and marketing are as old as the process of
getting food from land, why have they suddenly exploded
upon the U,S. farm policy scene? Why is the traditional
dispersed organizational system changing? There are at
kart six reasons:

1. The increasing technical complexity of farming.
Farming is more complex than before in the Stnlawkdge
and skills required of each farmer, especially those of
technical nature, It is more complex with regard di the
resources, including financing, that must be employed on
an economic unit many of them obtained from indus
trial sources. ,

Some critics feel farming will be manned, by special.
ists one [Tenon a technician( another a manager, and
several working as laborers with, financing (and risk-
bearing) provided .almost entirely from nonagricultural

Within the traditional dispersed farming system, in.
creased complexity in production has led to shifting tit
more commodity specialization, to drawing on specialized
sources of technical knossledge, to "buying' such knowl-
edge along with purchased inputs, to using 000peratists
to help meet financial needs, and to relying on govern.
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went programs for protection against price and weather
risks. Questions arise as to whether these or other actions
can adequately meet the needs that technical complexity
brings about.

The other response has been to move toward a new,
concentrated organization of farm production and mar.
keting.

2. The persistent pressure and tendency to take advan-
tage of volume operations. if net unit margins may be
widened through volume discount Inning of inputs or
volume selling, the incenthe to expand- volume 4 very
strong, The meanie to increase total net income in this
way is widely felt.

This is different from the question of how large a farm
should be to achieve highest efficiency. Maximum operat-
ing efficiency has generally been reached with modest
two- or threeman units. These units can have substantial
"staying power" in competition with more concentrated
systems if the survival test he confined to operating
efficiency.

The higher net incomes from volume output have
played a role in the increasing size of dispersed farm
operations..If an individual faun is big enough to influ-
ence the terms of procuring its inputs including hired
labor, or for markeSieig its products, it can command
favorable differentials. For example, access to low -wage
labor can make a large farm appear profitable, but this
does not prove that it is more efficient than the two or
three.man farm.

Likewise, advantages from large volume are important
in the development of industrialized and concentrated
systems of farm production for certain enterprises in some
regions. Concentrated systems particularly gain where
financing and tax advantages are realized by combining
farm and nonforming activities (see item.4 below).

3. The scarcity of highly productive farmland coupled
with growing needs for land for purposes other than
farming. A major effect is to make land ownership at-
tractive as a speculative investment and as a hedge against
inflation.

Of the fouotresourep of production, only land is rela.
tively fixed in its supply. Mull two generations ago, we
had a frontier of unoccupied land. This Is no longer true.
Even though technology expands the .land's productivity,
land is scarce and becoming scarcer. It is increasingly
difficult to'eetain a strong kothold on the land resource.

4. Closely islated to land scarcity are the effects of
tar lows. The rules snake it relatively easy for nonfarm
investors to outbid farmers for land. It is jronic that ;,ev.
era] of the tax rults were sought by farmers but have
been more helpful to nonfarm investors. The Tax Reform
Act of 1969 closed a few loopholes and reduced sane
attractions to nonfarm investors, but by no means ended
all of them. (See Chapter 6 for further ditcussion.)

o.
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5. Minority position of farmers. Cultivators and herds-
men have never before been so widely outnumbered by
others in the economic syitem. In the 5 percent of
the population lives on farms, 4 percent is gainfully ens-
ployed in farming, and 3 percent of the Crow National
Product is credited to farm production.

IVijhin the food and fiber system, Shatter (8) estimates
the efforts and investments of operating fanners con-
tribute only 15 percent of the final mail value of output.
The rest goes to suppliers of purchased inputi and to
the marketing system.

Their minority mutts makes it more difficult for faint.
ere to retain their identity in the midst of so big a non-
farm world.

G. Pressure put upon farmers to become a subsidiary .

unit in large business organizations that are often built
upon merchandising strategy. This force affecting the
organization of farming may be the least familiar, at
least to farmers, yet the most powerful. Most of the pres.
sure toward a concentrated farming does not originate
internally. It usually comes from outside sources.

Pursuit of power is a driving force in all economies.
The center of power has changed from time to time:
Once it was in Land. Later the economic efficiency of
largescale manufacturing brought power. Now, power is
sought more often in the strategies employed in merchon.
dying consumer products. These strategies involve prod.
uct development, mass adveitising, and promotion of

" brand names.
More and more, the control gained through mereban-

dicing is reinforced by extending it backward to access
to raw products. This leads to "vertical systems" in poor
ductinn and marketing. It is possible that vertical systems
hinging on sggressite merchandising will become more
common in processing and retailing of food and that at-
tempts svift be made to bring farming operations into the
combines.

Concentration Versus Dispersion:
Consequences for Producers

The basic question is worth reputing: What difference
does it make as to how farm production and marketing
is organized? An accompanying question is: What would
be the consequences of alternate forms of organization?

Presentday farmers would find their situation vastly
changed if a concentrated lama production and marketing
system's ere to pmeadthroughout the United States. The
change would be sharper if corporate farms would take
over than if contractual integration were the choice.

The meaning will be mode clear by treating the two
kindle( concentration separately.
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Corporate Farms
A corporation fanning system would put almost all

land in the hands of giant industrial:type corporation"
It should not be confused with family farms that are
incorporated.

Such a system, once it became widespread, would don&
nate all fanning. A few mall proprietorships would re-
main and there would be some landholding by person
who earn most of their income in nonfarm occupations.
The latter might hold their own against corporate farms,
especially if income tax rules continue being favorable
to them.

A fanning corporation might be confined to a single
commodity like cattle ranching or cattle feeding, Or it
could include several commodities. The corporation itself
would normally own most oc all the land, livestock, and

Former farm operators would find therneelves either
fitting into a niche in the corporate hierarchy or excluded
fronforming. A very few might become top farm man.
art!. A larger number, but only a fraction of our present
humeri, would move into middle management. All others
employed on farms would be either supervison fore-
men, "straw bosses," and such or skilled and unskilled
workers. The vast majority would be of the two latter
categories.

A relevant question Is whether corporate farming
would pattern itself alter corporate industry in all re-
spects. It might. Yet fanning is subject to some biological
limits. This is particularly true of livestock farming.

The Soviet Union, which shifted to a corporate-type
farming, found it necessary to establish a complicated
system of incentives and rewards in order to encourage
farm workers to show greater responsibility toward crops
and especially the care of livestock.

In any event, corporate managers would try to encour-
age a seme of esprit de corps anion* all employee'. Em-
ployees, cn the 'other hand, would likely sense compatibil-
ity of i::rrrst with each other. They probably would
con:hints onions to express those interests.

Whether f m workers' unions in a corporate humink
system would be granted the same legal privgego, pea
sections, and prohibitions as now prevail in industrial
unions is h, idly uncertain, Dot union organization and
activity cctil be expected to foil*/ if fanning goes the
giant-cciporation rotite.

Contractual Integration "

If contractual integration as it now exists in poultry
and in the protesting of horticultural crops is a model,
integrated fanning of the foturetwould allow "fanners"
to own land and buildings and pondsly, machinery but
would sharply restrict their proprietorial rights.

o

0

°

. a

This is a kind of fanning in which some or all of the
risk price risk, production risk, or both = is transferred
from famed to agribusiness firms: Also shifted is much
of the right or responsibility of management. The con
nadirs% firm generally decides who shall produce the
product how it shell be produced, and how much pro-
ductionshall be allotted to each contra:dee. -

A contractual farm production and marketing system
is a hybrid between the traditional "dispersed" system and'
a corporate "concentrated" structuie. It cosildtakq many
forms. The exact situation that would prevail as to 'farm-
era' income, status, kid managerial prerogatives would
depend on the bargaining relationship between farmers
and the agribusiness firs*. II farmers retained enough
negotiating strength, the terms of contracts might approxi
mate the values and soak they have long cherished. II
they lacked such strength, they would fell short of those
objection.

To date, neither private nor public services such as
Market regulations have been applied to contractual
negotiations in the semi wiry as to buying and felling
products in the market.

Dispersed. Farming
If fanning remains dispersed among many independent

producers, it will retain many of its present strengths and
weaknesses. Farmers would have managerial indepen-
dence but would bear considerable risk and they would

.he subject to the vagaries of government programs as
-till as of the market.

Farms probably will,,get larger and become fewer in
number. Rising land costs will deny land ownership to
an increasing number of farmers.

Farmers probably will sec many of their open markets
continue to disappear. Open markets that remain will be
subject to increasing pressure foripecification production
and orderly marketing. Fanners are perplexed as to what
steps to take to re-establish markets, or to turn to co.
operatives, bargaining, or otier group action.

In all probability, a dispened agriculture of the future
would materially modify its sources of credit, technical
knowledge, and perhaps capital inputs.

Concentration Versus Dispersion:
Consequences for input Suppliers
and Marketing Firms

A concentrated system of farm production and market-
ingyould eliminate many firms now supplying input* to
farmers or marketing their products. The relatively few'
who survive would find the quality of competition to be
changed drastically from the day of the individual pro-
prietary (eraser.

tr
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On the other hand, dispersed agriculture would more
Medi retain the tonveritiOnal relationship between
fanners and suppliers or farmes and marketers. Not
all chant is ruled out, hdwever.

Corporate Farms
Corporate furs producing on vast acreages or feeding

large numbers of livestock or poultry would probably set
up supply or marketing subsidiaries. Len often would the
firm buy inputs from, or sell products to independent
companies.

In the most extreme mae, independent supply cc mar-
ket firm would simply disappear. Even in the kis dras-
ticillf changed system, where the corporate farm still
actually buys inputs or sells products, the practices would
be different from those that are now so familiar in much
of the country. Supplies would probably be purchased
under carefully negotiated longeminn, large-volume con-
tracts. Products would likewise be said under contractual
arrangernents entered into by bid-and -offer.

Among presentoupply and market firm, the °net af-
fected most would be those now located in rural commu-
nities. The chances are that corporate tam would do
most of their businen with large finny in central cities,
The smaller businessman now serving the independent
fanner would probably find himself displaced.

Contractual Integration
In a contractually integrated farming system, input

supply or market firms would, by defmition, be ctintrac-
tually linked with fanning operations. They would usually
be the most important part of the combined undertaking.
There is no universal pattern as to whether the supplier
or the marketers, would dominate. However, in view of
the growing emphasis on merchondisinge it is likely that
market firms will kain the ascendancy. Suppliers will often
be brought into the vertical complex irya subordinate role.

In general, agribusiness finois now in business have little
choice between the contractual or corporate farm variety
of a concentrated agriculture. Most of the smaller firms
would vanish in either case. However, the survivors would
probably have more stability and pOwer under a con-
tractual than under a corporate farming system.

Dispersed Fanning
If farming remains dispersed, the number of fanners

will continue to decrease. The larger commercial farmers
will seek the advantages of volume purchases and some
might engage in joint selling. Many others would con-
tinue to buy and *ell independently. The total volume of
business that farmers conduct with suppliers and market
firms would be greater than now.
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Even a dispersed fann-prodtsctipa and marketing sys-
tem would not keep all present supply houses Or market-
kg firms alive. Attrition among those firms will continue,
particularly in more remote communities. Nevertheless,
the outcome would be substantially more favorable to-
ward those firms than if all U.S. farming were to be
concentrated in a few hand,.

Concentration Versus Dispersion:
Consequences for Consumers

/km is known about the effects of a concentrated versus
a dispersed fanning system upon consumer* than upon
any other affected group. .

Advocate: of concentration claim savings in coot of
producing farm products. They promise that savings
would be passed forward to consumers. Spokesmen for a
dispeised agricultural organization system are skeptical.

Difference; in food costs would probably be minor. A
concentrated system may bring some economies but it
may also have some added costs, as in management or
possibly in hired labor. Spokesmen for a dispersed agricul-
tural rotem point out the performance tae traditional
proprietary agriculture is not bad and that agriculture
has adopted new technology and provided an abundant
supply of high-quality food at reasonable prices.

Economies of Size in Proelyellott
Farming offers no great operating efficiency from

largesioe Units. Scale econany in crop production to
handicapped by space *and distance there are coot dia.
advantages in farming acreages located far from head-
quarters. Cost advantages for large:tale livestock and
poultry production are partly offset by incidence of di:.
ease. The problem' have been handled better in poultry
and in cattle feeding than in hog production.

Corporate farming requires a sizable administrative
staff. It kads to bureaucratic organization and the ineffis
ciencies that accompany bureaucracy. Funhermdre, if
low wages have previously made some large farms look
good, unionized labor in corporate farming would re-
verse that situation quickly.

Economies of Size in Merchandising
If farming were to become so highly concentrated that

production and marketing of some fatris commodities
would be confined to a few firms, any economies of rise
in production would be partly or wholly denied to 'the
consumer.

If production efficiency is to benefit the consumer, the
marketing and merchandising system must itself be effi-
cient and competitive. Our present farm economy serves

1
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consumers reasonably well became most of its products
move through a competitive marketing system in which
price competition Is keen and promotion and inerchanllis.
ing costs are modest.

In a concentrated farming, costly merchandising and
promotional techniques might offset production efficiern
cies. If that were to happen it might be necessary to
resort to governmental regulation.

Concentration Versus Dispersion:
Consequences for Income Distribution

A summary measure of the advantages or disadvan-
tages of a new organizational structure or for that
matter the old structure is its effect upon distribution
Of wealth and income.

Would a concentrated system of farm production and
marketing improve the opportunities and the incomes of
persona who now earn inadequate incomes from fanning?

'Short-Term Adjustments
If farm production were changed over to a concen-

trated form, the lint effect would be t4' distribute the
income of fanners more inequitably th.ttstefon. The con-
version process woukl exact a price.

The initial change would improve the incomes of a
tekct few farm operators who moved into high adminis-
trative or middle -management posts, or became skilled
technicians. But it would disrupt the lives of many farm.
en who would be displaced. Evidence is that many dis
placed fanners are not absorbed readily into other
employment. Even though they may not have earned
high incomes in proprietary agriculture. on the average
theywould not improve their situation following colon.
tary or involuntary evacuation.

A 'Change in the cost structure would occur as a con.
e.entrated farming system developed. The costs that are
now fixed for the existing fanns would become variable
costs for the new firms.

Longer Prospects
Adjustments will be made over time. What will happen

to distribution of income? Will differences be widened
or narrowed?

To shift from any established system to a new one al.
ways imposes a heavy monetary and psychic cost on the
persons directly involved. Past adjustments in fanning
have imposed a cost. If fanning were to be wholly re.
structured, the pains of the past would be repeated and
perhaps made more piercing.

Traditional fanning has had its successful and mum.
cesful farmers as measured by income and capital

cumulation. Findings of the President's Conuniation on
ktural Poverty and other inquiries have forcefully pointed
out that fanning has its own very large sector of poverty.

It is difficult to forecast the distribution of income in
a concentrated farming system because distribution is
concerned with atatle wham income is concerned with
return to Individual lectors of jtroisztion. That ia, in.
some is received for land, for labor, for capital, and for
management.

Traditionally the fanmerhas received income from two,
three, or four factors of production. The differences in
the income individual fanners have earned from fainting
are accounted for by (a) the rate of return generally
prevailing for each factor, and .(b) the amount and qual..
sty of each factor each fanner contributed or pawned.
A farm operator owning ti large acreage of land debt.
free has a,considerably larger income, as a rule, than a
fernier who'covna little Lind and provide matly labor.
Likewise, in concentrated farming the distribution of
income would be determined by the two separate consid.
eratkine However, most "burners" would get income
from one or at most two factors rather than from all four.

In any transition to fewer- owners of land there will
be differential income impacts. The owners of average.
and aboveiverage-quality land will benefit as the price
of land is bid up. In marginal fanning areas there will
be little interest in purchases for fanning purposes and
present owners may suffer unless there is an alternate use
for the land.

Land Income and Distribution
As just noted, a basic. feature of a concentrated fanning

would be that, to a large extent, it would separate the
possession of the four factors of prodirction. Land and
much of the physical capital would genera* be owned
by stockholders of corporations. Management would be
in the hands of professional managers. Labor would be
performed by salaried employees in the cite of corporate
farm, and by contractual fanners in agribusiness into
gration.
. This feature of a concentrated farming would tend to

widen the distribution of income among individwalr in it.
This is likely became the return to ownership of land
would go to a separate class of the population in contrast
with the present system in which return to land is pti
manly received by operating fanners and becomes a Part
of their total income from fanning. Even much of the
land rent paid to landlords has gone to ex4armen or their
families, and not to a separate, permanent landholding
clam.

M mentioned earlier, land scarcity in our nation dates
from only a couple of generations ago. Now that land k
becoming scarce, it is important to national policy who is

rr.

ar



3431

to own it and receive the income from it. Combining
ownership of land ant) labor in the operating fanner has
been one of the key characteristics of our dispersed agri-
culture. A corporate or contractual agriculture dividing
ownership of land and labor would concentrate the in-
come received from Land ownership. Inequity of income
from land has been a source of social unrest through past
centuries and could prove difficult again.

Group Action for Wages and Contracts.
Another consequence of a concentrated /arming could

be an opposite effect on didribution 01 income. It could
curs out the income distribution. Specifically, the returns
to farm labor might improve. This probably would be
brought about by wage workers forming unions and con
tractual farmers joining into bargaining associations. Both
would be interested in negotiating higher rates for their
labor or their resources.

Industry provides a lesson. The industrial revolution
created sweatshops and held workers in poverty. When
the disadvantaged groups won protection by law, inelud-
Mg the right to form organizations, their situation began
to improve. Similarly, a (arm economy concentrated in
relatively few bands might have the economic .power to
depress wage rata for hired labor or contract terms for
integrated farmers if they had few alternatives. But as
workers and contractual farmers turned to group action,
probably condoned by legislation, the situation would
change.

Challenge to Dispersed Farming
The question of the kind of farm production we want

is not simply one of turning to a concentrated structure
or keeping the present system. A dispersed system will
itself change. The structure of the farms will change. Tie
marketing system will change and new organizational
forms will appear. Special problems will arise that a dis-
pealed fanning will have to face in the yearitabead. One
such problem is that income distribution within present.
day farming seems to be becoming less equitable, and the
situation could get worse.

The pattern of land ownership, the design o/ /arm
programs, the policies toward wage labor in /arming, and
income tax rules are policy matter; that can influence
the equity o/ income distribution in a dispersed system
()Harm production and marketing.

Summary
Our traditional dispersed system of farm production

and marketing is being subjected to pressures that could
result in a much more concentrated system.

GO 03 0 72 - pt. 5A "
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A concentrated farming extending itself throughout the
United States would bring material change's to the farms,
farmen, and rural communities of the nation. It would
have some effect upon consumers.

In the long run this kind of development would con-
vert farming to the organizational structure now found
in nonfarm industry and business. In particular, a cot,
porate farming would resemble industrial manufacturing
and a contractually integrated system would have some
features in common with franchise merchandising.

The merits of. a concentrated versus a dispersed farm.
lug system are to be judged by comparing the cone
quences with the goals for our farm economy.

Farm Operators
,A concentrated system of farm production and mar-,

keting would conform to farmers' desires for mote security
and less risk. On the other hand, such a system would
conflict with their wishes for proprietary independence.
Fannen who are adverse to group action would not wel-
come the pressure to form bargaining association. or
unions.

But the limey' sharpest conflict relative to a con.
castrated farming st summed up in the damage done to
a cherishedprinciple that farmers can earn a /air reward
within a dispersed system given equality o/ opportunity
and a competitive market system. Farmers have been mill-
ing to use the powers o/ government to establish and
protect that principtt.

Already that image of the "best of all worlds" (by
farmers' standards) has taken heavy blows. Our dispersed
proprietary fanning has suffered considerable loss of op-
portunity. For example, costs of entering farming have
risen while systems-of finance have been slow to change.
Farmers may be Ins than candid with themselves about
the present situation. On the other hand, a concentrated
fanning system would almost certainly reduce equality
of opportunity further.

Tenants and Wage Workers
A dispersed proprietary fanning system affords more

opportunities and rewards to ovitteroperators than to
tenants and hired workers, A concentrated system, would
probably present fewer disadvantages to the two latter
groups. Moreover, they would benefit from various new
protections suds as unemployment insurance. At a result,
tenants and hired workers are more likely to look with
favor on a concentrated system than are owner-oDeratati.'

Suppliers and Marketers
The position of input supplies and marketess toward

anew kind of farming concentrated in a few hands would

383
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depend entirely on whether a given finn were a part of
, the new complex or excluded. For those included,

fits could be substantial, For those excluded, the for of
access to individual farmers would be a serious, if not
fatal, blow.

It is nevertheless fait to ask some questions irrespective
of the good or bad effects on any one firm, Would it be in
the national interest to convert the food and fiber coon-
omy to the conglomeratefinn structure that is coming to
mark so much of nonfarm industry? Or would it be
better, even from the point of clew of agributines, to
keep farming dispersed? The conglomerate.firm structure
tau i,ts critics, and the questions they raise can be applied
to converting a once dispersed fanning to the same con.
castrated coljeol system. These questions relate to eco-
:sonde power :lo prolix bureaucracy, and to making the
economic system a contest amorfk giants.

Consumers
Consumers would be affected much lets than other

affected groups. Some economies of scale might be real.
ized if farming were c,encentrated. Bui savings woukl
probably be offset as the merchandising of food was trans.
formed further toward promotional instead of price.based
competition. On balance, consumers probably would pay
food prices similar to or slightly higher than those pre,
vailing if agriculture were dispasrd.

But let us assume that cossumen would be no worse
off under a new system of fans production and market.
ing. Certainly a concentrated system would be more
orderly than a dispersed one and most of the time it
would operate with more precision. Occasionally the
opposite would be the case, as when power struggles

. between contending groups firm management versus
organized farm workers or contractors, for example
disrupted operations.

U.S.
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fanning, whirls has enjoyed a degree of isolation
from the economic structure, life styles, and pressures of
urban indlatry, will come /ace to /ace with theses. An
emerging question is: How muds to yield, and how much
to preserve? The question Must be answered not only by
economic criteria but also ;recoiling to our ideas of the
kind of world we want to live in. And the question must
be answered in the arena of national policy.

Production of corn, cotton, soybeans, wheat, cr ether
crops responds to supply and demand but the desired
kind of agriculture, whatever It may be, is brought About
through the painful process of forging a national polity.
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3. POLICY CHOICES AFFECTING ACCESS TO FARMLAND
. ,

"'
Rateigh Barlowe, Michigan State University
Laivrence Libby, Michigan State University

.i' .
Wide Atribution of land ownership has betn ir long established policy. Early

U.S. farmers eager to farm land 61 their own found much in their favor. Primo-
geniture was ended. Land was. first sold at law prices PM then granted almost
without cost thigh homesteading. however, availability of free land ended, a .
generation ago ad land has since become scarcer, spore naive, and increasinglynaive,
subject to regulations over its use. Nonfarmers often ully compete with
farmer!" for ownership of land. The authors conclude that ar as access to land
determines the control of U.S. agriculture, "the key answers probably conic from
sources outside the agricultural sector." If farmers are to retain iv control over,
changes in larlduse policies, they must continuously articulate the needs and con.
tributions of agriculture. 1 '

FAXIILOWN 7.1l3 ears ausizar to more'public regulation
of land use now than at any earlier time in the

nation's flistoi and all indications suggest as increaling
pbblic role in the future. Mist regulations have been
advanced as 'means for enhancing or protecting "the
public interest."%6pme of them are highly beneficial to
fanners.while others favor the interestsof nonfanners,
but all speak to the future of agrieniture and who will
control it.

Will increased public regulation hamper or help
fsirmers,in their efforts to produce food and fiber? How
doei the balance between public and private prerogative

' in resource use influence who will control 4ie agriculture
of tomorrow? What types of publie.policy influence
control of agricultural resources?These questions ;cur
their policy implications are examined in this chapter.

Laws Affecting Land Ownership
.

Wi distribution/of ownership rights has long been
favored as a matter' of deliberate policy in the United
States. Thomas Jefferson, who played a. strong role in
shaping our early land policies, felt that "the s 1

landholders hit the most precious part of a. state" d
that the government should encourage ahe establishment
of family.azed farms, This 00 was advanced when the
nation developed its firit.public land'disposal policies in
1785. It later became a leading objective of. a series of.
laws.that authorized and facilitated the sale and home.
steading of thousands of acres into familyeize farms.

public
interest, for which no single &trillion exists, is

dynamic expression of political preference, changing as new
choices and new Information are introduced. The terra is used
to express the fact.that social impacts of individual action do
exist.

Favorable public landdisiosal policies provided a
powerful magnet for attracting new settlers to the
United States during the 1806's and early 1900's. More
than a million acres of public domain land were sold
or fromesteatled in every year from 1829 through 1935,
except in 1862, while between 10 and 20 million. acres
were disposed of to individuals in each of 26 years. The
availability of cheap land facilitated the rapid settle-
ment of the western acres of the United States, It was
stirred by the speculative impulse of many buyers. The
term "land poor" was commonplace along the frontier.
because buyers frequently acquired more land than
they could treasonably expect to use at times when they
really needed capital tg adequately develop and improve
properties they already owned.

A high point in private farmland ownership was
reached in 1935 when approximately 1,055 million
acres or 55 percent of the land area of the 48 states
bas in farms. These lands were occupied and operated
by 6.8 million farmers. Since that time the statistic for
total area in farms has increased because of the inclusion
of the areas of leased public grazing lands reported in
the totals far individual operators, but both the area of
priviiely owned farmland and the number of4ann
operators have declined,

This decline was prompted by factorsiuther than law*
affecting I ownership. It is,true that homesteading
generally came an end during the 1930's and that
there was flu legislation passed during.the 1930's
to prevent credit institutions and other corporations
from acquiring large izeas of farmland. But unlike in
some other parts of the world, no legislation limits the
use of farnI holdings or the choice of land that indi. S
viduals can acquire and hold for fanning purposes.

23
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The pnteipal land-related regulations that currently
affect farm ownership include zoning ordinances, build-
ing and subdivision codes, regulations generated by soil
and water conservation districts, and, more recently,
laws designed to discourage and control pollution. Reg-
ulations 'with a less direct' impact on farm ownership
Include tax levies, credit policies, insurance require-

. meets, and housing regulations. The impact of these
measures On farmers varies with thefspecific situation.
In- the past, farm groups have playedsa strong role in
deciding or influencing which measures should be ap-
plied and how they should be applied. But this situation
is changing. Increasing numbers of nonfarm rural real -
tents as well as the "one man, one vote phenomepon

ire sniffing thpalance of power in many communities.
4' Regulations have prexented some farmers from carrying

';'--'41 practices that they have viewed as personally
vantageous when the in&rests of others were affected.
Additional conflicts betteen individuals and "public"
preferences may be expected in the future.

In general, it would seem that landuse discretion
open to the farm operator is, diminishing.Two specific
polIcY areas that illustrate this am discussed below.

a

Environmental Quality:

"

Increasing penetration of nonfarm land uses *into 4,
rural-areas has raised a number of eonflictaaallong niral
neighbors. Nuisance ordinances are frequently the result
where a noisy, smelly farm, disturbs the more recent: yet
more numerous and vociferous, residents seeking a
"patch ofgrcen." Water pollution laws'in severa states
have closed a number of Iced lots. These and similar
expressions of Pbblie interest in 'a pleasant rural 'envi-
ronment are limiting the landuse Options open to.com-
mercial farmers. The trend seems to be a result ef both
increasing urban penetration and increasing awareness
of the environmental issue. By introducing usw elements
of cost and uncertainty into liroduetion, environmental
concern would seem to encourage further cobeentration in
units lqrge enough to permit required investment in ".
environmental quality and'.discourage continued opera-
tion in urbanising areas.

Taxation
In addition to direct mid on land, other ,tmes of

taxes influence land holding. Capital gains taxes have
long encouraged conversion of income to capital invest-
ment by landowners. Perhaps the greatest impact on
landholding comes in the nonfarm category:Where indi-
viduals invest 141 improvement or livestock to be
converted to capital gain later. For commercial farmers

the 30percent or above income tax bracket, capital
to

2.

gains taxes may cave some incentive to increase farm
size, but for most farmers other factors outweigh the
gain tax in a farm size decision.

Rising land values in conjunction with relatively modest
capital _gains taxes, encourage landholding by nonlarmers.
In addition to ale "rural amenities" of land ownership,
land offers an attractive hedge against inflationary im-
pacts on income. Increasing land ownership byonon.
farmers or token farmers will shift the balance of power
in land-use policy farther from the ccfnunercial operator.'
Such ownership will also increase land prices making
concentrjtion of farm, production mbre difficult.

The Tax Reform Act of 1969:has partially closed the ,

tax benefits on returns from raising beef.breeding cattle. .
Small to medium investments still have. tax advantages?
however, thus encouragim dispersion of production. A
sirhilar effect-may be noted on sizes.' fruit orchards, re-
sulting front the recent requirement for capitalization of
all expenditures within 4 years. For field and vegetable
crops, however, the Act encourages larger farm units..
In California, for example, decreased federal income tax
rates 'have' increased optimum farm size from between
1,20 and 1,750 acrearin 162 to approximately 4,500

acres in Ion (1).

Lang Tenure Arrangements
Perpetuation of the family -sized farm has been en-

courued in the United States both by favorable legis-
lation and land-policies and by the practices followed
in the settlement and development of new farms. At-
tempts were made to establish manorial estates in some
of the northern colonies but these were unsuccessful
because workers and tenants found ludicrous ownership
opportunities available to them. Abindonment of 'the
rule of primogeniture and of the enlikilment of estates,
arrangements that usually called forlhe passing of es-
tates to the eldest son (nob) the ranking male heir, also.
contributed to democratic equality' between tillers of the
land and tb the assumption that all farmersyshould
aspire to individual owner-operatorship.

A somewhat different situatil existed in the South
where cotton favored large plantations. But here too,

, many farms were operated in f ity-sized units. Eman-
cipation of the slaves brought a ilft to extensive use of
sharecropperi and tenants in f 'ng operation in the
South, This situation differed from that found through-
out much of thepatSon, The high rate of farm tenancy
reported for the South, however', soon had II counterpart
ie she increasing tendency (Alarm owners in other .com- -
mercial limning areas to lease their firms to tenants.

In 1660, 25 percent of the nation's farm units were
operated by tenants. This graduallfincreased to a high

4
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Taalva.i...-Hasake of Tana Operators by Tenant Chao Is the I/Unit States, 1930 to IND S'

t Tenure elloo . Year, ,

t930- t940 . 1950 1960

All operators
Full ownera
Pa °antes
Managers
Tenants

cr

6,295,103
2,9t3,052

657,109
56,131

2,668,8 t t

6, t02,4t 7
3,065,491

6t5,502
36,501

2,364,923

5,388,437
.3,09 t ,666

1125,670
21,646

1,447,455

3,7071,973
2,116,5*4-

1134,470
2 t ,062)

735,849

Urn*: 1/.5. Aarkaltant.
1-

of 42 percent in 1930. Sine& that time and since World
War II in particular, thepropor6on of full tenancy has
toRped to a low of 13 percent in 1969. The alternative
opportunities provided by urban and nonfami employ-
runt have played a major role in drawing tenants away
from farms. '

The increasing proportion of farm ownershrp reported
since 1930 has been accomplished more by, a decrease in
tenant numbers than by an increase,in the munker of
full owners. The total number of farm units in the
nation dropped from 6.3 million in 1930 to 2.7 million

'in 1969: Meanwhile, the number of full owners declined
from. 2,9 million to 1.7 pillion while the number of
tenants dropped from 2.7 million if, 0.4 million (Table
3.1).

A major development in the disttlbution of farm
tenure classes is the growing significance of the part.
owner. These partowners own and live on some farm-
land that they usually operate while they rent additional
farmland. Their numbers increased from 656,750 in
1930 to 671,607 m1969. Meanwhile, they extended their

. operations from the handling of 245.9 million acres' in
1929 to 550.6 million acres in 1969. Their relative po-
sition as a tenure group has climbed from 10 percent of
the farm opetators in 1930.to 25 percent in 1969, op-
erating 25 percent of the farmland acreage in 1930 and
52 percent in 1969.

Another significant development in the farm tenure
situation bas come with the increasing importance of
abeentee and large-scale ownership. Census statistics do
not fully document the extent of these trends. It it com-
mon knowledge, however, that doctors, lawyers, bankers,
and other urban investors have acqiiired considerable
tracts of valuable rind Productive farmlind around
urban areas and in prime agricultural and ranching
areas. There is, of course, wm( transfer of land from
nonfarmers to commercial operators. Nonfarmiu ac
counted for 3.8 percent of the farm acquisitions tje'tvrcca
1968 and 1970 as .compared with only a third of the
acquisitions in the 1939-1967 period. The number of
operating units involving, holdings of 500 or more acres

,increased from 4 percentof the total in 1930 to 13 per.
cent in 1969. These totals suggest but probably under-

4,

I

t969

2,730,232
1,705,702

67t,607
N.A.

352,923. .
11

estimate the extent to which farming corporations and
large operators have extended their sphere of control
over farming operations in many parts of the nation.

Trends in Land Use
The total acreage included id farmiln the Milted

States has decreased considerably since1930 sad par-
ticularly since 1950. In 1930, the nation had 990.1
million acres in farms. This total rose to 1,161.4 million
acresin 1950 and then declined to 1,123.5 million acres
in 1959 and to 1,063.3 million acres in 1969.

This decline in farmland area wan utociated with a
reduction in the number of farm operators and also with
a decline in the area 4-4sarofited cropland. Farm oper-
ating units declined front 6.3 Million in 1930 43,5.4
million in 1950, 3.7 million in 1959, and 2.7 rnillidn in
1969. Meanwhile; the acreage of harvested cropland
dropped from 359.2.million acres in 1929 to 344.6 mil

Mn acres in 1949, 311.5 million acres in 1959, and 273.0
illion acres in 1969.
Several million Wes were added to `the cropland totalo

,after 1930. Most of this new stbreige came from the
development of new reclamation projects in the West,

*but additions also came ffom private development ac-
tivities and from the inclusion of the acreage irtAluka
and Hawaii in the national totals after their admission
as states itythe late 1950's. These additions were more 1,

than equaled by the substantial reductions in total farm-
land area that came with the shifting of laic 4/Ws to
shopping center, industrial, residential, highway, and
other urban-oriented mese and with the shifting of still
larger areas to lest intensive uses.

The reduction of land in farms And of the total acre-
age harvested has not resulted in lets production. Farm

. production Idmost doubled ketween 1930 and 1970 and
' total farm output increased 41 percent between 1950

and 1970 although. then was 13 percent less emplane
hammed. Increased use of technology has made it nea
easary to use a variety of ocreageallotment and pro-.
ductioncontrol programs to restrict production at a
time when most nations have been trying to encourage

'increased food production.

a
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v p .1909 1930, 1950
...

1959 1969

Unkat eates
North.
South.
Wept.

" 146.2 456.9
133.3 166 2
118.2 '"' 106.4
386.1. 4333

215.1
194.4
148 2
699:6

302.8
245.7
217.2
987.1

389.9
306.1
256.6

1,250.4

Sown. U.S, Calm gotAyiakure.%.,

With the decrrase in Jand -in farms and number of
farm operators hat come increasing commercialisation
of America's firms. Farm operating units have increased
in average sae as shown in Table1.2.

Impact of Taxes
Farmers genera114 enjoyed a more favorable relation-

-ahip between their priiperty tax..loads, their net incomes,
and the market values of their properties dUrink, the

'middle 1940's. Property tax rates had dropped during
the depression years of .the 1930's aralAtad barely
started to rigg Again while incomes and property values
hatLbeen pushed upward by wartime conditions.

In the quarter ofa centufy that has passed since this
iolden.age4 of agricultural property taxation, property
taxa have risen to new highs in most states. The average
propfrty tax for farni real estate in the United States
rose from 44 cents an acre in 1915 to 59 ants in 195p,
$1.22 in 1960, and $2,27 in 1969. State averages in-1969
ranged from as little as 18 cents per acre in New'
Mexico, 33 cents in Wyoming, and 45 cents in Alabama
to,.$11.45 in California$12 31 in Massachusetts, and
$18.87 in New Jersey, Although property value in-

, creased, the ,averagt)tax per VCO of firm 'MI estate
value rose froin 77 term for the nation in 1945 to $1.13
in 1969. State averages in 1969,ganged from lows of 25
and 28 cents per $100 o7 farm real estate value in Ala-
ham& and Louisiana to highs of $2.43 per $100 in &f sire
and MassachUsetts.

The net impact of farm property taxes on farmers can
best be viewed in terms or the relative portions of net
farm income it has taken to'pay them. Farm real estate'
and personal property tax payments accounted for 14
percent of the average farm operator's net cash' income
before payment of property taxes and before deduction
of rental payments to nonfarm landlords in 1910 (Table
3.3). Rising net cash returns reduCed this perced
in 1915. In 1950, it was 9 percent. Rising tax levels then
brought it up to between 13 and 14 percent between 1960
and 1965 and up in 18 percent of the net cash income

. level in 1170, This is a national average. The prccia,
impact, of course, varied greatly between indhith
operators and areas. ,

4
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Task 3.3 - Rehdoi at harm Property Tax Payments to Nit
Cash human Realimil from Farming _OlbetatiaM4

. ill at LISilell SUltiSs 1,40-1970
4

g "Nara* * Renise % poff,MI .Farm Income
Veal' ts a ....I'.proPerly .rcalizedkom ,Pc,471el oicrigis,

taxes ffr_tatalt landlord. *mar-
aboo.2_+

' aiiiliou ., I &laws krone
1.910' 451 2,285 491 13,9
1845 557 9,251 1,1211 5.1-
1950 019 7,743 1,175 9.3
1955 1,141 7,617 1,,054

,
11.6

1,502 8,969 1,024 13.1
1965 1,945 10,840 1,483 14.0
1970 2,994 12,557 1,494 . 17.6

Swan: (2), pp. 11 ..s.111.

Astheabove data suggest, farmland values_havepot
been closely 'correlated with net farm incomes. Pm,.
chasehof land for urbamoriented uses, the acquisition
of lad( for farenlargement purposes, the extensive
investment of nonfarm monies it agricultural properties,
and expectation or frirtherinflatron have helped to boost ir
farmland values above the kveh justified by current
farm. income expectations. This situation has compli.
rated the managerial problems of bona fide farmers who
live needed additional land for operating purposes and
it has often resulted in higher property tax levies than
farmers Alight otheralise havc been reqtrited to pay,

Riling property taxes have posed a major'problem for
farmer! ih the fringe areas surrounding expanding urban
areas. These developments in the areas adjacent to cities
have/brought the sale of numerous tracts of farmland
for,varjous urbannsa. Thesesales havearsually involved
prices somewhat in excess of the value of the land for
agricultural use.
. Tax rusessorm4ine viewed these prices as indicators of
the highest apd best use-values of the land and have
adjusted their farmland assessments to these levels. The
impact of this action on local tax levies has been further
aggravated by the movementof new residents with
urban-oriented demands for public services to the local
governmenral and taxing districts. The higher tax levies
that live followed have encouraged many farmers to
sell out to-speculators while those fanners who have
kept the.,ir laud in agriculture have oft' # found that
increasing portions of their net returns hisie often been
needed for the payment of property taxes.

A variety OT special useNattre assessment arrange-
ments have been authorized in approximately halr,of
the states to protect bona fide farmers, from taxing
policies that could force dap to shift or sell their lands
fdr nonfarm use. The least complicated of, these arrange.
ments ells only for the assetsment,or classification of
those lands used for agriculture at no more than their

3 8ti
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Faiming can rarely compete on an fven basis in the .
marketplace with highways, residentiallitubdiiisiorn, and'
other urban-oriented uses of land. The developed farm,
land areas around cities often provide prone attractions
for suburban and urban developers and for land specu-
lators because their flat terrain and already available
road; utility, and public-service systems require lower
development cosi, than many equally accessible but
less developed sites.

The use of !plod farmlands for urban development has
already resulted. hi the loss.of numerous prime agricul
Aural areas. This process cannot be completely stopped..
Millions of additional acres will be needed for resi
dential and' otter urban -oricited uses by our expanding
urban population. Some l4lieve that more emphasis
should baliven to the channeling of urban growth to
lands of limitd agricultural potential. At the moment
the nation has somewhat more than enough land to ..

care for its food-production needs. Its supply of prime
agricultural lands, however, Is definitely limited: They
argue that much of this area should be kept in agrkul-
ture because these lands have a higher potential for
agricultural use and can be expected to respond better
to new agricultural technology than can the large acre
ages of lower -grade laridrthat are equally,well suited to
nonfarm uses.

With the growing demand for nonfarm Inca of land,
large acreages now included in firms can be ,expected
to shift to other uses, rat trend cannqt continue indefi.
nitely without moil serious problem! jor,the nation.
Long before a true crisis developa, public programs and
policies will he needed to reserve significant areas for
future igricultural use. Some of these policies will be
limited to applications of agricultural zoning and special
land taxing suraingensentt Effective action will calf for
careful landuse.planning on a federal and Fate as well ts
a local basis and will probably require the establishment
of agricutoral districts and presertra within which the
shifting of individual tracts to norifarrn. uses cannot be .
accomplished without public hearings and ibis joins ap
proval of public and private decisionmakers.

Future Sceuss to Ownership
Public polity in the United States has favored wide di!. .

tribution of the rights of ownersidp in land. Prospective
farmers have been.encouraged to acquire, develop, and

e operate individual farms' This policy is still being fob
lowed. However, the great bulk of the area that can be
profitably developed and used for Agriculture has already
been brought into use.

The general trend of recent decadh aboas a' shifting
of both farm acreage and farm operatips out of agricul

agricultural use-values This arrangement provides
farmers with a tax break without imposing any respon-
sibility on them to keep their lands in agricultural use.

A second arrangement calls for the assessment of eli-
gible lands at both their highest and best use and at
'theirr current agricultural-use-values, taxation of farm.
land tat its agricultural use-value m lonlg as-it is used
for this purpose, and the collection of a rollback sax
equal to the difference between the taxes paid ans1 those
that would have been paid for some given time period
--usually either three or five years at, the. time a
shift in use takes place. Other special arrangements pro.
vide for the combination of rollback taxes with require.
ments for agricultural zoning, the requirement Out
local planning commissions approve the designation of
the areas eligible for special tax treatment, and the use
of penalties in addition to rollback taxes when lands are
shifted to nonfarm uses without a required.period of
notice.

Hawaii has gone farther tharrany other state in estats.
lishing agricultural and conservation districts in which
land's are designated for agricultural and natural area
uses. Similar systems of agricultural and natural area
preserves have been recommended in other states. New
York has-authorized the establishment of agricultural
districts that can enjoy some of the tax advantages of
agricultural preserves. California and Washington have
adopted somewhat comparable programs under which
long -term contracts can be entered into between local
governments and fanners for retaining rural areas as
open space.

Like other business operators, farmers must pay in-
come taxes, sales taxes, business taxes, inheritance taxes,
and a variety of lesser taxes as well as property taxes.
Each of these taxes has itseeffect on the decisions and
actions of farm operators. Inheritance taxes, for en.

-ample, tan result in the breaking up of lajge tarns
holdings. These taxes along with the general. property
tax ordinarily have no more severe impact on farmers
than on other groups.

CompetingDemands for Farmland
Several million acres of land have shifted out of agri.

culture to other uses since the end of World War II.
Muds land has herii taken for building new ghways
and interchanges. Vrbanintion has claimed 'substantial
acreages in acme areas. Reservoirs, parks, and recreation
areas 'have taken large areas. S'ubistantial 'acreages 'also
hate shifted to less intensive uses. Some of these lands
are used for grazing purposes, are slowly reverting
forests, nr are Ling idle except for their occasional' Use
for hunting and other recreational purposes.

A
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ture. Many of those who have remained in farming have
found it expedient to operate farms of larger aim. Farm
credit pidieia have beenkviscd to help keep the road to
ownership open. Yet the need to acquire a larger operat.
log unit together with the upward trend in hittn real
estate prices has definitely primed the scope of the
average farm operator's opportunities for acquiring
ownership.

What 61 the future? Present indications suggest that
the averhge farm cf the future will increase both in acre..
age and in value. The attraction of limn ownership for
nonfami investors, ;Tin are often only partly concerned
with current returns, also suggests that farmers will con.
tinue so receive a low current return an their capital
invisstments Thistderelopments can narrow the road to
ownership and limit access to owntr;hip to some potential
operators who lack family qg ether.special. foanciaLback.
leg. They can also significantly affect the ability of con.
mescial farmers to influence landuse policies in ways fa.
vocable to agricultural prikluction. control of agrittitural
resources is simply being shired among more and more
segments of society.
Farmers as** group are often viewed as economically

conservative. The traditions of ready access to ownership
and of relatively complete rigfits of ownership are still im.
portant tortthern. With increasing costs and new challenges'
from nonfarm land uses,fisrmers tnay develop more tot.

Gerance (Cr public guidance of land use.
Possible governmental. policies might include acreage

controls siel cropland retirement prograius to limit pro.
disc -ora,and help holster farm incommrpecial tax laws
to ease the farmer's taxburden, and swing and improver".
planning to protect agricultural areas from urban .en.
omachments. Maximumt limits mightbe placed' on the'
slib of fain enterprises and holdings to frotea the more

,ts

traditional farmer .from domination by large corporate
operators. Regulations also might be devised, as in some

,; parts of Europe, to keep farrniin the hands of fanner*
and to prohibit their acquisition by nonfarm buyers or
heirs who do not-intend to become resident operatcna,

Regardless of this pacts recommended and followed,
it appears inevitable that the farmland owner of the ,
future will be more subject to public and social cmitroti
than has been the case in the past. In fact, the kiy. an-
Merl to the questiorkWho will control agriculture" prob:
ably came from *met cupids the agricultural sector.

With our growing population and the expanding in
Hitchers of urban society, public policies for the direction
of land use are becoming snore and make necessary. Zeiss'

, log ordinances, subdivision and platting regulations,
building codei, general land:use controls, and measures
requiring the Inntrol pf plillution and the pmtectiop of
the environment will be tleinanded at all levels of govern.
ment. At present; commercial agriculture frequently lads
an effective voice in generating rind enforcing land con.
trots. Lad of interest about government regulation
among farm poi* has resulted in a shift of initiative to
nonfarm interests wherd lankuse policies are concerned.
if they hre to retain any control over changes in land -tae
policies, farmers must continuously articulate the needs
and contributions of agricultuie.
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EFFECTS OF ACCESS TO TECHNICAL KNOWLEDGE
AND COMMERCIAL INPUTS' a

.
Harold D. Gaither, University of Illinois at Urbesea-ChamPaign
Kenneth R. Krause, Economic Research Service, USDA
J. Carroll &titan, Purdue University

r-:
Farnipsoduttion inputs have limited value without the knowledie of how to use

them. From the early bgrievaltsual societies and fairs So today's univenities,
ment stations, extension services, and maiket information activities, public policy
has been aimed to make knowledge equally acceiiibk to 41 Urinal,

Likewise, policies to keep input. sopply markets competitive aryl to foster both
sop* and credit coeperatives have been intended to help 41 harmers.

Lessened public support for these activities, the puthoq emphasise, would give
an mivantage so 1St* fun and kad to more concentrated arricalture. Some
present trends, such as Snowing through contracts, partnerships or corporations/
already indicate a trend to mitre concentration. Yet, minimum...v*01,os and'other
policies affecting hired farm labor could work to the benefit of a more dispersed
ogrkulture..

4i

TIft3TORY Of tIS, amt.-MUM shows a constant
quest for new knowledge and improved firming

techniques, and, *a a result, a clanging mix of inputs in
agricultural production,

VS, agriculture developed primarily through Ott.
viol:ally owned and family operated tares. With policies
that encouraged such widespread, dispersed ownership
and operation, A. large number of production repot sup-
pliers became: erablitheil to supply the needs of fanners
and Cann familks.

As industrial revolittiori spread into Arnetka, roan.
ufacture of inputs away Imen farna replaced borne pro-
ductien. Such inputs as tools, machinery, fertilizers, feed ,
supplements, and other supplies came from factories.

-fiver the years; traders, dealers, and supply centers be. ,
came established in smalkr tfivens to supply thetorn.
enema] inputs to the large number of widely dispersed
farmers. rinw, as tams produltion is being concentrated
in fewer operating units, the structure of input supply .
industries is also undergoing major changes.

In the tally years of our nation, land molts and public
offfciajs encouraged agricultural, sakties, expositions,

tfairs, .and farm publicaticns. They recognized the inn.
penance of these means of conununication for spreading
teirft?tal .knowledge that would stimulate agricultural--
growth and development, Later, the efforts of public;
officials and private citizens helped obtain public (ionic.

'AppreKattzm is ettpt t1 to Wafter &nen aakten Smith,
Fear:mar litextertft Sere, tSDA, for their review of mule

k tinily drafts of shit chaps

ing for hither education in agriculture, /for agricultural
research, and for educational programs to disseminate
research findings throuth,, the Extension *mice and
through high school agricultural programs. These pew
grams aimed to provide access to knowledge for all farm.
err, large and small. At the saint time, the input supply
r,strin operated in an open market with farm inptits
widely available to farmers at competit ive prices.

In the early 29,th century, public policies fostered the
development of cooperatives to maintain ccanpetitiVe
Kan in inputs, Governmentaukted cooperative farm
credit agencies were established later to help large and
small producers obtain the credit needed to buy even.
mercial inputs.

Credit, originally supplied by friends, relatives, incr.
. chants, anti later by tankers, has become a highly
specialized tool. It is the means by which a fanner today
acquires the needed risk capital for both longdemi and
short -tetra production. Financing has become a key part
of the whole management and decision- making process

Inputs and KnOwledge Affect Control
Today the polities that affect the availability of pro.

diction inputs and the knowledge "of how to develop and
use deem fcr maximum return also affect who will an.
trot the agricultural production process. Two central' is.
sues emerge in this clanging structure:

(1) Who will have control of commercial agricultural
production? Control could be measured by amount of

. "

8 i)
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production corning from fauns ef,different slim Or it
mireit be mhoureclby the, organization or groups making
the` major decitiona in the food production and Market.
ing system, whether it be, suppliers of inputs, farm pro.
ducat, marketing flunk or retaikrs. 4

12) How Will preient far timers, operators, workers,
and agricultund business tams be sitectet by a further
reduction in the num bee of farm operating units?

Vie rniri:r isnot affecting control through access to
technical &non led* and commercial inputs arc:

Bow new Anoicledgs be dircarersil and dir.
semi:need? Limited deem to research fairlings,will give
special advantage to theme who get it first Wedepread
access in new research findings would avoid gi..ingivecial
advantage to any individual or group, flowerer, even
with widespread arcr* to new snatch, sane may be
able to use the findings and gain more control than

. ethers*

new widely evadable ail be Me bine fitt of the
educational ryitcrn to all perils:1W A policy that limits
the educational opportunities to some individuals" or
groups over ethers will lead to competitive advantage and
control,

11:illecrilt!its Ancaldes of transfer prices be avail.
aide to Mat tar- ;ors and rttlera have equal undtrztanding
of (tenfold and tutp:ir ccreirtimr toei is the input rup*

rely and greloat matte& Otherwise, an advantage to
the side which has more complete knoykrige would ..re.

. tut
iVI:2 all treditier: haoe aceou to credit artsit11.

rtfming at comp:awe rate:, whither they berroW in
large cr small arneuntr,

dir if trYtird te Me onta,:t of union:, higher mina
rum a agn, and Mc, tabor t:Lin that affect the cep
(adios poTtisnr uf large and Meg/ farm, the supply
of ornitatte cola, and the centre: of 41.601.1 dealing
troth tired

IVO compeer:its naVietti be maintained in pro.
cerement of t1C:ht:t3n inputs? Any advantage secured
by one il.te or t..-pc of producers (-Quid lead to control.

The-Quest for Technical Knowledge

Pune pc:Les provide an impattant [mini hi.- Tvilich
food and fiber producers grin LLCM to technical
edge and commercial inputs This en done ptinuffily
through the emir .menu stations and the Cocptrative
Entcurion Smite, %sonar true anclihimbutim of corn.
inerciat spine, co. the over bond; are tarried cut climax..
fly thrott611 private inclostry nsdatit *SUpPlial threnoh
private, source and gmernevedrAt cocPerativec
Th wae United E and Nan European coon.

a tries fallnwpis pattern,

ti

1

11teaide
The aged for more wientific testing Cr techniques, ma.

' Urals= and methods caire wine the advancement of fann..
ing metliodi= The hjatch Act of 1887 and successive atis
have established a system cf public .supported agritut.
lural research, Semi p,iiyate lam and agribusiness firms
and indintries,havti drawn upon public supported re.
search findings and,rhave further advanced -the body of
scientific knovSletik through their own moral efforts.

Akhough the entire jotrof agricultural research could
be turned over to private industry, the present system of
combining publicsupporteirresearch with freedom for/
private limy, to do research provides tomtits-Antal-O.
Publicquntorted research finding: are arva.abfe to all
orgricultural gradual:and bruisers firm:, Reieseth proj
ata deal with a wide range of agricultural production in
all parts of the country.1 he cost of such research is paid

o by the taxpaying public Some private research is paid,
for directly by productzders, or from grants supplied by .
the government Cf fey foundations,

Research carried out by private firms may take two
forms. (1) research carried out under contract .Strul sold,
as any other arryice, for a price to cover its cosi; Ana (2)
research caned cut by the fain, or under contract, um.
ally to deveLp a new product= The room] type U likely
to be done only far products promising substantial corn.
mercial importance.'

Those who have MO for mend: Wings, with limited
commercial 'cliine would probably contract for the re.
search, Iltralty only large tinnier busineitka could afford
to do so. Therefore., a policy to confine research mainly
to p7r.i"'r.. de arses word:ciente:Ade to increased Concentra
tom in fanning c wratioia.

Some types of raeauhtml, ai sod conservation or pod.
lotion control have a broad public interest conks it also
ltas2v, icetnimi.nial payefformy individual Gnus Will under.

Education

Scientific knowledge in agriculture has evolved at a
icintli /Mimed effort Prod federal, state, and private
acircet, Tolls nod private, sc hock and MIMil-din and
indunr. draw upo'n pubtk hi and privately supported re.
search in their testhing and Lattltil activ.t ei. Crivaie in,
dustry uses pull:1y and privately developed teclutclop
m provide tads, equipment, and know -tow to help fur.
dia cluzatinnal eltct

.ifc:t infeirrran:n u wilily avail.
able to alercducirs and avg.:v.1mnd banner:run through
extension 'retrain!, meeting! and Mart courts:, and
(camel clatter in high echoers, colleges, and units Mast

if public suppers for agricultural education were sub'
stantially reduced or eliminated, we could expect pti.
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vatety elperated agricultural Khali to develop. They
might be quite different from wkat we have now. If pub.
tic research Soiling' were available, they would draw upon
them in their teaching programs. If no public research
findings were available, the private schools would have
to tarty out some research or draw upqn mher private
sources as best they could. The quest for new knowledge
by private films would continue, and they would sell this
Itnovvkilge through their products or services. Sources of
ur,tiased technical knowledge might be more limited and
the eirert cost to the user might be higher than under
publicly supported educational rematch programs. Al.
though privats industry could expand its role 4educa.
non, din public role might still be needed to sere as a
referee or guardianpf accuracy and fairness. Accessibility
could be biased in hive of the more affluent farmers.

clfassagement Informationidssistanee
Afanagsment requires knowledge. The pelicier that

afoot the access to this knowledge MC hut as important
as the access to latest techndogy concsyning feed or fir.
ti:iscrl. Cooperative management striations of pro-
ducers have de eloped with joint support from public
funds and private member fees. In addition, private man.
agement omnilting Elms and services have developed
draiving upon publit and private riStattl) in management
methods and techniques_

The present combination of publicly and privately
supported management services has given producers a
variety cf choices in obtaining the type of senates they
need at prices they can afford. Elimination of public sup.
pert for management reformation systems would result
in hilirr costs to producers, put smaller operators at a
disadvantage tularger faun, and further stimulate the

p`t;end to fewer and larger producing units.
A petit: issue Kr the future is: To what extent should

Odic funds be used for research and extension efforts
specifically for smaller farmers, many of whom obtain
only part of their income from fanning and thelernainder
fronrcff=farm employment? The decision on this question
will partly determine that part of agricultural pmduc
non continues among this segment of the farm populti.
than.

Performance Rules
Increased tetimologlealtevelciPment, valuable as it is,

exacts its price. It requires safe, responsible application.
so we have established regulations and laws prosecting
the public interest. Public education has helped people
to be informed and to abide by the laws.

Without public education on performance toles, pri
vats sources would handle the job wherever they could do

elianter4:_Quither. Krause, and Bottum 31

it profitably. But the consequences such a policy would
be more slanted toward larger produces and marketing
firmi that could afford to hire information and legal
services, The key question i what effect would follow
upon control of production and the carscreration or die.
perti:n in number of hoducing units.

Market Inlormation
Knowledge of current and prospectir supplies, buying

and selling prices, and other market condition is nem.
airy if buyers and sellers are to make informed decisions,
if any policy permitted one rule to'hare MN knowledge
about denenksuppry conditions, the advantage would
probably go to the !arm, more strongly financed firm,
that can gather their knowledge without public support.

A publicly supported market news and Information
stilt service Iueen provided over many years. Public von.

rorshipat crop and livestock estimates, for example, pro.
vides both buyers and sellers with forecasts of st pplies as
a gu'ale in setting prices, Livestock numbers use a
gauge of prospective demand for feed crops and A

factored feed products, Without public reporting of
plies and prices, private market,reporting services would
develop similar to some already in existence. tinder such
a system, some qvestion inevitably is raised as to accuracy
or integrity of *At p i ate services,

And again, any 'oft, that would be more accessible
to larger operas ould give them advantages in buying
and selling over smaller farmers and eventually lead to
greater concentration and control among the larger farm
units. ,
Financing: Availability, Rates, and Terms

Risk capital and a continuing line of credit are essential
to modem farm production, Consequently, any policy-that
makes credit more available, or on better terms to certain
individuals or groups of producers wouldaffeet the future
structure of agriculture- =even perhaps leading to aim.
tual control by those with that advantage.

Financing of farm production has become more corme
plot in recent, years, Traditional credit money bor
rowed though country banks, production credit militia.
6011% federal land banks, life insurance companies, and
individuals As still important. Ilinvever, modem fi.
mincing of farm production now also extends to the fol.
lowing sources and methods.

Merchants and Dealers
Independent Isusinesanen or affiliates of larger Mints.

factusers or suppliers may supply the credit for short.,
intermediate., or longterm periods. established policy

893
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permits, with minimum government regulation, direct
loans by the firm or refinancing through side cf credit
paper to other financial intatuticns or to a credit afliliatm
of the parent company.

Rental and Leasing Services

Them have emerged as another means of financing of
inputs. Afachinery and equipment companies can lease or
contract equipment instead of selling it toille user.

Control Over Farmland
Since control of land has much to do with the control

of crop production and of some livestock piodation,
public policies dealing with avai ability. of farm real
estate financial for both operators and nanoperatais can
influence the future dispersion or concentration in farm.
ing. Availability of credit relative to prospects for return
on farm real estate investment can influence what type
of nenaperating owners purchase land and the control
they exert,

The vast domain acquired duiing the 18th and 19th
centuries was sold or given away under policies aimed to
disperse private land ownenhip and development among
a large segment of the population. The federal land
banks, the verve; lending programs of the 1930's;and
the Farmer's !fame Administration were later established
to further this policy.

Although the number cf farmers and fat de-
dined in recent years, the 1%9 Census of Aviculture
climes that 62 percent of fanners owned all of their land,
25 percent owned part of their land, anl 13 percent
rented all their land (5).

Unlit: individual landowners ani those seeking owner-
ship can continue to obtain financi g at competitive rates,
the typical pattern cl dispersed /arm production is likely
to gradually shift to cosier:elated larger-scale operations.

. Any politics that limit availability, of credit for
purchases by individual farm operators would und
edly lead to greater concentration Of land holdings by
owners who can finance their purchases as large=scale
industry does, I

d

s.

Options and Choices in Soitrces.
of Financing

In recent years, public policy has fostered a privately
owned, goveminent.regtilated banking system and in ad-
dition has supported cooperative and governinentfunded
credit through the agencies of the Fames Credit Admin.
ideation and the Farina's Home Administration.

Our present private credit system and the cooperative
farmer=orwned production credit associations and land

301

banks lace been accepted and used by faim producers,
The federal ipleunetiate credit banks which provide
capital funds for" productie credit usociations and the
banks for cooperatives tap the public money marketi for
funds at competitive rates. The Farmer's Home Admin-
istration carries out lending activities an authorized by
Congress and includes some production credit, emergency
assistance, and government production loans.
Ttr Federal Reservls.Systeen and the Comptroller of the
Currency set rules and regulations for operations of corm
inertial bank o

Financing Through Contracts
Integrated production of lame farm comma/ilk, *as

revolutionised tire entire process et input and credit um.
, For example, in the broiler industry major feed corn-

panics supply feed, chicks, medicine, and a guaranteed
market for the.,finithethhirds instead of the traditional
loans by institutional lenders. The farm operator sells his
services Instead of buying feed. The contractor may also
rent or lease equipment or motile guaranteed loans.
Contracting and integration hate thus becomes vital pasts
of suppijiag inputs and maintaining markets for sortie
agricultural commodities,

Than effects of integration uponitumber and location
of producing units will depend upon dm specific needs of
the contractor. But in many cases the contractor may
actually control more. production decisions than the man
who raises the contracted crop, livestock, or poultry.

integrating and contracting spread to other corn.
moditiss, the access to production inputs for some farm
Production may be litnitsB largely to those who partici-
pate in the integrated system, The Uwe will not be so
much of obtaining available.credit at competitive, rags;
but of obtaining a contract that provides acceptable re-
turns to producers who are selling their labor services
along with the services of their land, buildings, anti
equipment.

Financing Through Partnerships
and Corporations

Traditionally, to obtain credit, farm operators have
agreed to pay a fixed rate of interest on the sunount bor
rowed for 41 specified period of time. &ample* of large-
scale financing through shares of equity such as partner-
ships, joint ventures, and corporate stair suggest that
agricultural credit and financing practices will continue
to, undergo change.

To gain the advantages of joint ventures, partnerships,
and corporations to organize farm production and ob.

,.tain the needed cquity'and operating capital requires so
much financial and legal skill that a medium, to large
scale operation is required.
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Some partnerships ant! corporations may include only
part of a farm produirion tmirieu such as grain dryingt
storage, or.certain rimier machinery services

When certain options in financingeand procurement of
inputs are :elected, the farm producer may lose tome
eontrcl over.production and marketing dscifions. Finane.
ern t,rurigements accessible under various circurnstaeces
an shift control to the source of the financing. The source

may be a financial institution, an input supplier, a con.
tractor, or firms or individuals that provide financial re.
Valf(T3 through loans, bonds, stocks, or other shares in
the equity. ,

The futures market can help farmers get Criig.
Hedging crops or livestock may giveasonie p,,_ericlurers
access to more financing than they could otherwisabtain,
flanks or other lending institutions may extend credit
where the operaton know how to use futures contrasts
surecitfully. Although produccos of all sizes could in
principle use futures markets as a means of gaining access
to fielancing, the merlitun. and larger size operators will
probably be able to take et-cotest advantage of them,

The Commodity Credit Cordon
The OCC has also bream, a major source of {retlit for

fanners through eornmodity, loans. Eligible participanti
in the commodity rapport progrartlf can receive loans as
lower rates than those charged by lentliner agencies, For
scone cemmoditim, if market prices are ku than the loan
rate at the maturity date, the government will take over
the crop and the "loan" becono3 interest free.

Use of the Futures Market

reonamieqcets
As stated above, financing policies stall affect tZ e eco.

music organization of agriculture, If individual opera.
toll cannot obtain sufficient credit, acme will take other
ernrenoyenr? while Others will either sign contracts or
form partnerships or farming corporations to finance their
production,

In times of ruing interest rates, state usury laws that
restrict Interest rateapaid by individual, could encourage
formation of farming corporations that are not affected
be these laws. The basis on which state usury laws am
applied so farm iTerators, whether they are considered
as endividuats or business firms, will *Oct their available
supply of credit.

fiMajor shifts in nam-ing proceduCare likely to en.
courage more concentration in tome types of agricultural
production. Variable mortgage credit introduced by Fed.
real Land Banks provides for changing the rate of mom.

'4
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(gage interest during a long.trrm loan. The flexibility
gives the lender some protection against inflation but
could add costs for the borrower. If public policies do
not sufficiently limit inflation so that long.temi loans are
feasible, then a shift in the methods of financing risk
capital Atilt, take place. These methods may include, a
share of gross returns to the lender, integrated coeracts,
joint ventures and partnerships with lenders, or 'public
,effeting of stock to finance large capital investments,

Such shifts would. stimulate the trend to largeescale
operations and the concentratinrof agricultural prodite.
tion into fewer and larger units,

StiLial Meets
Credit poli:ies that encourage largtscale inferPthee.

and give them economic advantage ever smaller, more
dispersed farming operations will force out the smeller
operations, reduce the moister, of suppLa input supply
firms, and produce a different type of social sfruripre in
rums cornmunitin. A large number of independent eyes.
atom wild gradually be replaced by employed rural resi
dents who work (or large -scale farm enterprises.

Group Action in:Procurement
The central goal of.all group action in procurement of

farm inputs has been to obtain thetitems needed with if
possible, reduce the cost from what it would be thrirtih
individual action, Public policy decisions also iiikuence or

' affect group procurement.
As group procurement activity increases, the policy

&sue may be whether open markets for input supplies will
continue, Or, for scene items will they be available only
to participants intthe group? N.

The general policy in recent :years has been to permit
,roup action in procurement because such action reducer

a fo roducert. Presumably, if thereby lowers costs
to Fend consumers of agricultural product:.

The Cipper.Voluead Act, passed iri 1922, tit national
policy in this direction, This Act exempts producer coop.
erativa from antitrust laws, As a result, a cooperative
association that is properly organized and (unctions in a.
normal manner ,is not acting in violation of antitrust
statures However, this does not Permit cooperatives to
engage in prohibited practices such as boycotting or other
activities that unduly restrain trade (I, p.59),

State laws authorise organization of cooperatives and
give them rather broad powers (or organization, opera.
lion, and financing. Federal laws car pt them irons pay.car

of income tax on those fun( paid as patronage
refunds and from registering thei securities with the
Securities and Exchange Opium' ion (4, p. 694).

fa
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Cooperatives have stimulated competition in suppl',Mg
inputs, Generally farmer!, whether they buy from coop=
eratives or privately owned firms, benefit. from lower
prices or unproved quality and service,

If cooperatives serve both large and small fauns, they
provide adcantages to both. So even diotigh the number
of farms has declined, cooperatives tirosshelptil maintain
some tlispersion in the size of farms, M long as they serve
tingle prdprietras, partnerships; and corporatioo, they
tiill haVr link effect cn the bqsiness aganination of farm
production.

If cooperatives can dffTtivtliT serve as purchasing and
marketing agents for small farmers, they can help to
maintain smaller, cliv-rscil famint units Ilot'estr, a
problem among many toopeiathes has been a lack of cris
ijilino ciehin thermembership. Funlier, to the extent cm

jboperatices redute input costs, they can lower production
Cott', encourage_ adoption of new technology, and increase .

returns to labor and manigement, To the aunt that they
can maintain current farm operations 1;:,, redwing ercts,
cooperatives may dour the trend to reduced farm
numberi

4 EmployinFarra Labor
Public, policies dealing with hired farm labor are eon.

(tiny,' with (1) proper' compensation of farm worker-1i
cfl their financial security, and (9) their health and
safety.

Policies are well 'established in employment of indus
trial cookers .to protect them from exploitation by their
employers, l'sfaty,of these polities are gradually being
extended to faun workers. The national policy direction
slams (Atari Al coicuturs (octane: more life nonfarm
inrfu;!ry, the policies and regulations that deal with in
dustrial workers will be dpplied to farm welkin. Ar are:
tuft, emptc;ers in agriculture ail give up part rf the.

,control of their decisions dealing (loth empo5,411 teriputli.
agencies and in tome cases to labor urban, Ilowtver, on
forms when only two cr three fullitime laborers are tm
plord, unions will have comparatively little (Erect in
licence compared with those operations with larger num
ben of employees,

Until recent years, legislation affecting employed work.
ell excluded fann taVer Ilowever, hired farmyootkera
arc now covered by acme legislation and furtheaschanges
can be expected.

3f inimurn It'ac:es

In 101,6, farm labor was included under the Fair Iabq
Siandaids Act. A animism wage was established herid
cling at $1 in I%7 and increased by steps to $1.9Qby
19G9. It applied to all employers who hired more than

..500 man dirys of (Ann labor in any calendar quarter of

ico

rr

the preceding calendar year. All largos employels, sIrie
who hlresof estimited total of 500.00(i workers, are af
fated, A briador coverage to include more farm workers
has been proposed (6, pp.57.58)

Under the Sugar Act of 19.03,, producers seeking sup-
port ptcomenti art required to pay fair and reasonable
rates eitablistiecl by the U.S. Depakener.t of Agriculture.

The effect cf raising minimum wages caries in different
faro operations, Where employees air highly skilled,
their wages would alreluly be above the minimum. Where
largo numbers of unskilled worker's are employed, the
increased cost woultencourage mechanization to reduce

the number of troikas needed, put mechanization forced .

by hie:repriced labor may reduce the competitive posi
tion of large: scale operations. Icto.:coit labor gives bent.
fits to bike operations. When coott are form up on
targuscale operatims;jhour, farms that use mainly family
tabor became MCI. teMPtIfitt Thus, when minimum
wages are raised, farms ming family Isar May be in
a mein favorable position.

Safely

The Fair Labor Standards Act in addition to mini
mum wages also sets a minimum cf 16 sears el age
for employment in agrkuhure during school hours:Out.
tide of school tours awl vacation periods the Act arts no
resteictions for aihfren performing rgintazarikus wok
on farina It does set limitations On certain hazardous ocs
cupitions for persons under 16. Under the Sugar eict,
pruned:under 14 cannot work and thaw 14 and 15 can

' work only eight hours a day.
The Occupational Safety and ealth Art of 1079 aims

to assure all workers safe and _althful Working ,sondi:
noes, All business and industry including agriculture is

tovered except thew ccr.'crrd by other job safety lays, .
Employers must meet certain standards to keep their
place of emplodwitnt free 'from recognized hazards and
*ft occupational accidents and iffnemei of their em
players, Employees are required to comply With aqy rules,
regulations, and standards that apply to their own con,
duct. A'n estimated 090000 farms and all employees
on Arse farms are'ribjcztto the provisions of the Act,

Safety tares and regulations inGttiltlyeltt for employer:
with large rffireirrs of employees mom, than for family
MIMI with few or no empyres, Regulations dealing with
employers wider 16 years of age wield; exempt fundy
(anus A thatige that would restrict wok by children on
their faradc.'s farm woull false titer costs ryas those fam
idles flit tad to replace the children with hired labor.

Oiler Pam Labor Policies
These include workmen's cornivosation, unemploy

went compensation, health insurance, legal assistance.
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andealures 'dealing with health and welfare of migra- I
tory workers: The key'issue is hiaw these policies affect`the

,cost of employed labor and the- erimpetitive "position of
mdiviclual f 'aria operations. If operatibns hiring only a
few workers were eltempt,;.the added costs would affect

. large-scale operations more the smaller ones. Those
who hire migratory workers counter certain costs not
faced by those who hire only peirnanent or local resident
seasonal workers.

Labor-Management Relations .

The National Labor Relations Act of 1935 and Labor
Management Relations Act of 1947 (Taft-HartleyiAct)
specifically excluded /agriculture. But. Boycott campaigns
against some foods.' and increasing efforts to organize

x'a farmworkers' unions have frunsed attention on these
exclusions. .

The general laboi policy choices: in 'agriculture are (1)
to extend the phlicies as used in industry; (2) to modify,
and adips labor policies used in nonfarm industry so they
are workable and acceptable in agrictilture; and. (3). to
niaintain die status qua and resist all new proposals that
would give more benefits to workers and raise cost to
employers.

Although many issues remain unsettled, a appears that
national policy is moving towaid 'the middle choice (2)
above. As already noted. since subsfittr6ag. capital for

7 labor usually requires sizable investment, large -scale oper-
ations could lose some competitive advantage oyer smaller 4

.t ones where a. largerproportipn Of the labor is s*pliedhy
.. operators and their families. Hniclnizalion wouldIncrease

Libor costs'so the farm operation that employs a higher
prOportiiinof unionized labor would have higher costs

per warier :than those operations with nonunion or family
labor. However, unionization Would tend to raid the

? average leyel of all farmworkees' wages. A key ques-
', tion concerns the size of operations most affected by

R, 'unio"nization and how family workers would be affected.
At, present family workers do not appeal eta major issue
in the drive to uniclize farm labor.

How unionization would effect the productivitiof
fiennvorkerstis not certain. Presumably it would rise since
efforts to raise minimum wages or broaden' coverage to
mgre farms would. raise labor costs and discourage ern-
proyment of the least-productive, lowest-paid .workers;,
Such workers 4vould be forced to migrate 'or remain
unemployed.

Availability of Competitive. 'Sources
of Inputs .

Policies that restrict ayli/abffity of purcitiased inputs,
or raise costs to some producer's more than to others arel

"
- 7
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bound to affect who will be able to enter and stay in'
business. Past policy of the prOcurement of inputs has, ."

encouraged competitive open markets and efficient distil-
budori,tas authorized farmers, to form coopetatIves, and'
has blocked some mergers thawould reduce competition
or give onefinit a monopoly position: .

The Itabin.son.Patmin Act of 1936 was intended to.
'prevent discrimination by a seller toward competing buy-
ers. Yet it dots not exclude quantity discounts as long is
all buyers have equal opportunity for these discounts. Dif-
ferences id prices must be based upon provable differences
in manufacture or delivery, resulting from differing
methods or.quantities in ,which such commodities are
sold Or delivered.

eThut the law still permits firms that buy 5n large vot,
ume t4 gain 'a casadvantoge through discounk and
purchasing agent techniques that smaller firms often can-
not ob(ein (3, p. 753). To give some assistance to smaller
operettas, public policy has encouraged supply coopera-
tives and helRed Make their operations More efficient.
Such a policy gives them an opportunity to compete.with *,

other supply firmS and to provide godds to smaller farm
°per:adieu at costs lower than otherwise wonsidibe pas, -

sible. 'A's a result; some smaller fans operations may be
able to 'keep a sound' financial structure. The result is to ! ,
encourage dispersion of farm production units.

There are specific policy issues 'regarding availability 0

of each pu;chased input. For example:
.

Credit. Policies that affect farmers include state branch

_
banking haws, bank holding company regtilations, rules on

regulations for federally
chartered , and sale of bank paper on financial,ex-
changei. nv. Ciedit f*inistration is subject to

ryregulato gyRi 7--..i.' ',i
. Seed. Publit and, S.:agencies are continually de-

veloping nevq_arietiel fseed. Vistribupion policies, for
new seed rarietts de e the control Of production
from that seed. ;-rr '":

a
Iiisthanoe. Pub 3 c policies for crop insurance affect its

avalla against major lrils and thus.the
surviv AIM sizes of products units.

Pesticides dji jeers. Any policiesVhat]would con-
&el use because possible effects upon quality of on-

yironment cool aka. critical impact upon production
costs, organizatot, an. ;,type of future production.

fria,: Farm machalry. ,ough machinery has greatly in- Jcreased labor produ ty and al larger and 'more corn-
plat, the decline in Xumnber 'of farmer cilstomers has
brought. a deeline in 'the number of farm machinery
dealerships. Fewer finals' riOw serve a much wider geo-
graphical area. fries' ent policy gives farm implement com-
panies and other input suppliers freedom to make business ,
decisions about their !Oration including distribution

'"' I
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points. As a :vault the consolidation of input finns and
the concentration of farm prodbction unitslitZdng place
lathe same time.

Input suppliers, in t4truing,

M the same time that smaller, dispeised farm operators
- should he ,cencernect, about nuthitairring' a competitive .

source of inputs, input suppliers are mapping -mtrIvegy to.
engage direetly ih farm produCtion. reed complues have
"become widely involved in contract broiler; turkey, and
egg prodoction.. Nomerous suppliers have considered .n,F.
custom faxing and supplying all their prodirchdini0k;
Nan- manufacthring plants. .5,

These developments, which link producdors on,O.Or
more key inputs directly with the farm ctperaton, may
produce an abundant supply of a quality ;prOduct for
consumers. But such changes always trigger other effects
upon the independent nioschants, dealers, *id 'fanners
who previously operated under a more open competitive
system of markets for input aupplies and the 'tarn:Tip-
duced agriculturid commodities.

The successful outcome of these pilot efforts, permitted
under our free enterrhise system, could undoubtedly, en- .

courage more concentration of production in these inte.
graietl efforts. and reduce the number of independent
disposed farms as we have known them in the past.

Policies that maintain an open market for production
supplies at Competitive prices in widely dispersid locations
will help maintain iuidely dispersed numbers of producing
unit. But any policies thot permit a reduction in the.

t e
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competitive market fpr inputs svill also encourage laiger-
scale concentrated production of agricolturi.Vcommodi.
ties. .

The integration of input suppliers with direct farm
production is only one part of the changing structtje of
production and marketing cif agricultural
Otheis are discussed in Chapters 5 aridl. Tfi mo nuns
of outside sapital and management into agri Itural pro.
duction raises many policyeksues regarding the raditional
freedom and independence of individital fares operators..
The control of production rand marketing of the farm
prticlucts involved is often at stake. The final decisions
regulating these developments will involve not only eco-
nomic considerations, but political' and social considera-
tions as.well.
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5, POLICIES AFFECTING ACCES TO MARKETS

V. James Rhodes;University of MissouriGolumbia

ACC* to markets lk cariiikalttils dispersed, proprietary finning system, but
traditional access is deteiiOtiating even as the interaction between farmers and,.
markets gets tighter:nese yaw coitinue fanning face theie choices:Ammo max*
to an open market 'system br proisct market ccess through group action, Rhodeit
notes probleins in preserving traditional markets and comments onpossibilities and .;,,
problems in both bargalniag lid cooperatives as a means olgiroirptaetiou, If farm-
ers choose group action, new legislation and services will be needed flint goverii.

' meat to support bargaining emir and foster democratic processes for group orgafi,
ration and action. o

T IIS arrow. cnarractintranei or 'Ammo once
shaped agricultural marketing institutions. Now

this situation is beginning to be reversed (I, Chapter 7).
A new agribusiness is beginning to reshape faun The
problemof accommodating farmers and t marketing
institutions so as to obtain a mutually acceptable access
to markets is becoming the primary concern of agricul-
ture.

Markets are an indispensable part of any economy.
Even the highly socialized economies have to perform
all'the marketing functions and also And it necessary to
arrange ter some form of pricing and ofte& some form
of modified competition between alternate. suppliers.
Likewise, even in a highly concentrated.42orwy in
which a few-corporations could dominate frolm duc-
don and processing, markets would exist at jag* feveli.
CdrporatIons so giant that they produce all faniriputs'
and .211 (inn products, and then perform an the (Unc-
tions of Marketing ail. the way to the cons:mei are in

',"priAciple possible, but they seem too unlikely to be
Worthy of serious consideration at this thnetven they
would purchase 'the rav7 Materials from 101ich they
manufactured the 'Yatriiinput."

,t;orne markets wdT 'continrui to exist in agriculture.
Howiverethe focus in this chapter is: Jaw; does access
to markets affect the proprietary status or control of
production by today's fame-people? The preferences of
farmers for such statuiare discussed in Chapter 2. Are
conditions of access changing in ways that promote or
limit the maintenance of that &Laub? How might public
policy be used to protect farmers' access to markets?

ss flow can the market status be enhanced even where
fanners have lost their proprietary status and are now
virtually employees of vertically' integrated agribusinesses?

O
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Interaction of AgricultureAnd Its Markets .
In the past, agricultural products were low - valued,

often perishable, and produced .his thousands of
vidual farms dispersed over millions of square miles,
Quality and quantity were fixed as much by the wiles
of nature as by theoindependent decisions of millions of
farmers.

A marketing system was shaped to fit this agriculture.
A great network of product assemblers, traders, pro:
censors, Ind wholesalers developed to purchase as-
semble, sort, process, and distribute firm products. 3oure
of the agricultural marketing firms became very large
but many more remained small-local or regional firms.
It was a marketing system without an indristrial
counterpart. Whereas in industry marketers shaped the
product, antrolled its output, and designed the market
channels in order to market the product, in agriculture
Production shaped marketing.

However, this sharp difference is ;hanging. The de.
manta of the supermarket for specific quantities and
qualities are being transmitted to processors and pro-
ducers and are being responded to. More important art
the efforts of various agribusinesser, including feed com-
panies, to tie up market; ani source, of agricultural
input:.

Evolution of Agriculture and Agribusiness
A broadeleperspective for understanding the chang-

ing nature of farmers' access to markets features im-
portant changes in both farming and in agribusiness.
Some changes in each have been induced by changes in
the other, but outside developments have been at work
too.

04
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AgricUlture
Fannsthave evolved from fairly selGsufStient units to

mildern specialised high-production firms, as indicated
in Chapter 1. The amount of cash receipts paid out to
purcluue farm inputs has risen from 10 percent to 75
or even 90 percent in some corms:edifies. She muyi-
product, :general farm has evolved into a specialind
producer of one or two products. Farming has become
,a science with a 'resulting higher predictability and
'controlability.

Agribusiness

Agribusiness has had a somewhat similar evolution.
Finns have grown u techniques have improved. Ai
Production of a particular product became specialized
by farm and by area, the nationwide assembly network
for that product was shrunk accordingly. Sales volumes
per farm often became large enough that it was eco-
nomically feisible for the marketing firm to by directly
from one faro rather than walqor the small volumes
of many farms to be consolidated at a terminal or
auction multi%

Other impoitant developments took place. The man-
ages of large, modern agribusiness firms began to adopt
the same techniques used by other industrial firms. After
all, they competed in the same markets for capital and
their management personnel were usually educated in
the same philosophies and techniques. These firms-began
to ask how they could design the products and the
market channels and control the output to and from
fanneri. For various realm it is still not pouibie to
market feed to farmers or pork from fanners in exactly
the same way that automobiles are produced and mar-
keted, but the differences ate steadily diminishing.

Acguisitign Systems

Agricultural marketing firms are giving increasing
attention to ' developing differentiated, brand name
products that will trip establish a reputation for them
with. consumers. They are also seeking ways to develop
greater control over the supplies of farm products that
they process and market. gather than being passive com-
petitors in a traditional agricultural marketing channel,
they are developing acquisition systems for obtaining their
products.

A classic question for every industrial firm is: Shall
we buy it or make it? Thus, some industrial firms have
,become vertically integrated u they have begun manu-
facturing many Inputs that were formerly purchased.
Likewise, the agribusiness firm mks: Shall we buy eggs
in the current open 'market, sign purchase contracts a

month or a 'Sear ahead for eggs, contract for their pro-
duction by farmers who feed our feed to our-chickens
on a piece-wage basis, or produce the eggs in our awn
poldtry houses? In the production of aSignificant num-
ber of hone commodities, all four. of those options arc
open to a firm building an acquisition 'system.

Effect of Feed Companies on Access .1.

'New -practices by farm Supply firms including.feed
cornpanks where livestock or poultry are involved have
also affected *he access of farmers to markets. For ex- .
amide, is feed'companies competlfor the Wahine of
broiler and hirkey growers, they f nd that they could
gain more mieket security', by contracting With grassers
to use only gleir feed for a given period or brood. In
return, the companies gave credit to the grower. Then
a feed company found a grower who would grow on a
profit-share bids and another who lacked any ride%
capital but would gins/ birds 'ors a piece-wage basis.
Thus the dominos tumbled until .today virtually all
growing broilers are owned by iiiiegrators feed corn-
panics, processors, Or combinations of the two. Growers
no longer have, any 'tens to A market for broilers;
rather there -1T ma t for broiler-growing services.

Access m het, in transition. While there are still
viable open markets' Of hogs and cattle, there WO few for
turkeys and none r broilers. While there always ais
market. for anyboel who wants to grow yellow field corn,
the processed m et for sweet corn or other special types
belongs to those' ilia contracts. lit some cases, the grow-
ing fruits' and .' getslaks are actually owned by the pro-
cessor and the "fanner" is being paid rent for his land
and .custom pages for the particular services that he
perfonni nder supervision in grossing the crops.
He setts se tes rather than sweet corn or tomatoes. These
farmers a enmeshed in iome of the new probletns of
access to rkets.

/
Af orbit Deterioration

Whi vertical integration is the chief threat to ha.
"aitiona access to open markets, it h not the only one.
For re sons too numerous to list here, deterioration has
taken/ place in open 'markets for many agrictiltural
proddcts. Increasingly, prices are being Set through indi-
vidual negotiation or by formula (3).'rhe farmer.sellers
in many such transactions have to depend upon their
own( abilities to translate general market news into the
going price for their particular products. Acceican be
a physical problem. The business failure of nearby
processor in such commodities as sugar beets, processed
fruits and vegetables, and even lambs may sharply
diminish market access for producer.

y111
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Farmers are becoming increasingly concerned about the
viability and equity of prke.making forces in deteriorating,
markets. Many of them are examining group action--
not to try to raise price, although that might be nice, but
rather to insure their continued access to dependable mar-
kets with credible price-making.

Farm Size Complications
Marketaccess problems are complicated by the grow-

ing inequalities at the farm level. The wideninswgap
between "the bigs" and "the swath" in farming is
described in Chapter I. Thirgap relates in various ways
to the problem of access.

The big ..cattle feedlot' may have a down buyers a
week coming by; the fanllot feeder may be lucky to see
one buyer occasionally. The feed companies offer the big
feeder quantity discounts and special services, while
even the co-op of the little feeder wishes that he would
take' is business elsewhere. The big producer tends to
be more apt than ,,the small one at mastering, the tech.
niques of producing the right product at the'right time
for the right market. Those agribusiness and educational
agencies that provide essential information for giving
the, farmer a proper market orientation find themselves

'concentrating their efforts with the big farmers where
the production is. Perhaps public agencies need to direct
more of their, efforts toward the smaller fanners (see
Chapter 4).

Policy Options
Farmers have options within two alternate strategies,

On throne hand farmers may try to preserve access, as
individuals, to an open market system. On the other
hand, farmers may seek to protect market access
through grouping together. -

Certain individual prerogatives must be relinquished
by farmers In the groupapproach, so that it is in some
ways lactic: to the'individual approach. However, indi
vidual access may not be attainable in some areas,

Many farmers will find It difficult to choose between
such altematives. Some of the policy options may be
inconsistent with their general political philosophy and
value system. Some options will be strongly 'opposed by

"One or more other segments of society. Nevertheless, the
various' options need to be understood as a basis for
democratic chokes.

The final choke between a market end group action
system is not an instiviitual one. Fanners will have to
strugglallollectiVely even to maintain the market system:
otherviise7tsw,ill be eroded away and then only group
action will be left.

. ,
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Access as Individuals-
*
If farmers art to protect their future as independent

owner.operators they must strive via political and caw
flank grotto action to prevent vertical integration and
to maintain openly competitive markets.'

Vertical integration is already here. in some farm
products, is a threat in others, but is very finlikely in the
foreseeable future in some others. Legislative prohibi.
tioni,or hindrances are one proposed way to -control
integration. For example, farmers might seek passage
!Atm of the longdomtant tills to prevent meatpackers
from feeding many of the livestock they slaughter. There
are arguments that"a plant can be run more efficiently
it some livestock can be brought to slaughter at a mo-
ment's notice. Such gains in efficiency (which are sip
parently minor) might be obtained by allowing each
packer to feed, up to a maximum of 5 percent of his
quarterly iupply.

More to the point would be >f similar limit on vertical
integration by feed companies. Again, if can be claimed
that the individual efficiency of a given feed mill can be
increased by allowing it to own a surrounding captive-
market of livestock or poultry that will permit the plant
to run at full capacity'. However, a view of the macro-
efficiency of the feedbroilerindustry over the past 15
years tends to negate that argument. The industry has
kept building more plants and putting out more broilers
until a few of the large firmi and many) of the smaller
ones haVe pulled out because of the low and fluctuating
profit opportunities. And yet the cycles of overprodue-
tion continue. However, in some instances the presser'
vation of a market system will entail some economic
costs.

contract Differences
Farmer* may find that certain types of vertical intet

gration infringe upon their. proprietorship much kis
than other types. The kind of contract used is of funda-
mental importance. For example, a marketing contact

a is much like a forward sale. Under a marketing contract,
a farmer as a proprietor agrees t4 market specified
iluantities of his production in the *attire at a pike
fixed either at the time of contract a later.

It might be feasible to develop r mullet for the con.
tracts themselves. 'Ilth could be aktiost as open and
competitive as a product market. Theis kind of contract

41vould give the processor much 4113 desired marklt
security and also a good opportunity Ler coordination
of quality and quantity flow.

'The Family Yam Mt of 1912 proposell another appisach
to protecting the future of tatleptadeat fermi]

4 i 1
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On the other hand, if the vertical integration involves
&production contract, which is essentially an,,employer.
employee relationship, then the fanner's access to
marker is much more akin to that of a laborer than that
of a proprietor. Thus public policy might seek to dis-
courage the production type of contract brit accept the
marketing contract.

Maintaining Open Markets
If farmers Are to maintain their market access as

individuate, an open market system and active competi-
tion for their products must be maintained. Farnxtsi)
must have sufficient market intelligence in a form that
serves their needs. Market practices must be open, fair,'
and nondiscriminatory by sine of farmer. These needs,
of course, are not new. Fanners have demanded helpful
and protective market services for a half centbry. How-
ever, problems and situations change and continuing
vigilance is necessary.

Afarket Disruptions
Other impediments in the, market place also; coatIn

farmers. Some of them are of ;Importance,. whether
farmers seek market access as individuals or as groups.
Protectionism in foreign trade policy amounts to denying
farmers some access to markets. Interruptions of market
flows by union labor are' ctften of particultir concern.
Grain farmers sometimes feel the impacts of a dock
strike upon their farm prices. Grape growers were even
mote directly affected when atcondary boycotts at the
retail level decreased the demand for grapes not picked
by unionizedfarmworkeri.

It not leccuary to judge the merits of the farm
labo truggle to perceive the threat posed by a marcer-
level boycott to even the many farmers who hint no
labor. A secondary boycott can be much more damaging
for fresh fruit and vegetable growers than for producers
of otter-commodities, Feed grains and wheat are prime
examples of commodities where such boycotts appear
completely unworkable, Nevertheless, in some products
labor problems can prevent farmer access to markets.

The policy problem of the labor bbycott is delicate
and even contradictory. If agriculture becomes owned
and integrated by large corporations, public sympathy
for "the fanner" (the corporation) will probably dimin
bib. Firth labor unrest will become more common but
the workers would be former independent farmers.
In this sense, the rimrcorn formula of farm organisation
training up with corporations agoinstunions may need to
be reexamined. The justifications for farmer group pow&
are much the same as justifications for tabor group power.

a.
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Access as Groups

Farmers are giving increasing attention to obtaining
market access via group action. While there arc various
wayain which group activity may proceed, nuch of the
thinking has focused on either vertical integration,
through cooperatives or on horizonlal bargaining rowel.
ation&

These distinclions may appear to be somewhat artificial
because bargaining associations may regard themselves
as cooperatives and because traditional cooperatile
marketing agencies may vary greatly as to the - amount
of vertical integration that they seek. However, these
distinctions between a vertical and a horiaontal ap-
preach point up very real differences in the philosophy,
and, approach of existing organizations.

Pro prietorship Titiough Cooperatives

Cooperative marketing was once zupporded as a
means of insuring active competition for farm products
and of increasing, however modestly, the return* for these
products. While these objectives of getting an extra
dollar stra still relevant, cooperatives have become more'
important as a means of preserving the operator's access
to markets. Thus many farmers and farm leaders now
point to the growing vertical integration in agriculture
and urge faun cooperatives "to beat them to it"
"them" being the agribusiness corporations. The growth
of the giant dairy cooperatives is a partial case in point.

How far forward abouldlhe coops integrate? Many
proponents are pressingfor cooperatives to go even
further and to develop widely known brand 11211110 for
proressul foods complete with the advertising and
menliandising to get good space on retail shelves. Much
can be said for this headon approach to the threats of

A. vertical integration. One important limitation is that
the capital and organizational requirements are often
too large to be undertaken except by extremely strong

r-'" cooperatives.
An ahernatite overall strategy it for farmers to turn

to group bargaining al a replacement for the open mar.
ket. Policy measures to Implement this strategy would
include enabling and regulatory legislation to define and
normalise the group bargaining relationships within
adequate safeguards for all partitiincluding consumers.
For example, procedures are needed for recognition I
farmer bargaining associations and solution of Judi.
dictional disputes. Bargaining in good faith needs to be
a legal requirement. Safeguards for the public are
needed when unctions are invoked by the bargaining
parties.

O2
1

r

I.



3451

The Bargaining Approach

'The bargaining association, a relatively .recent det
velopment, is generally unlike the cooperatisets in that
it is not involved in the "business of marketing prod.
ucts." Rather it represents producers in contractual
negotiations over prices'anel other terms of trade.

Bargaining has been accepted in varying degrees by
farm organizations but has Ix n'received rather coolly
by snuch of the marketing cooperative movement. The
WA:gaining assoration may be the only possible vehicle
for group action for integrat7d farmers such as broifer
growers For livestock producers, who have some strong
cooperatives but do pot possess nearly the strength of the
daisy, group, a major policy question is Active they
shouNI try tasichitve: power through building up their
marketing edoperatives, tern to hargainink associations,
or use both approaches.,

Bargaining Versus Big Cooperatives
Proponents of cooperatives sometimes argue that co.

operatives are the most advantageous and perhips the
only effective way to bargiin,.11owever, one of the most

, telling argurne,nts for the bargaining association as against
the vertical cooperative approach is that in many corn.
modifies the latter.is simply unattairtiblt within the rele-
vant time span. It will take too long to build the vast
capital structure if a very solid base doesn't already exist.

If cooperatives get big enough to bargain, new prob.. '

terns arise. An urban reporter put one auch problem this

4

way:
"Nam" iarnicrs tempt:list, however, that the 'super

co-ops' have become just another kind of conglomerate
giant from which they get few benefits. For example,
Sunkist Growers, Inc., which dominates.80 rgrceneof °
California citrus, is a many-layered, pynimashaped
corporation. Small growers are at the bottom. Contrary
to general knowledge, the processors at the top of this
'supgr ca-opt include major .private corporations as
welt as farrner.owned procestws.,-,Critics contend that
decisions are made and profits are taken at the top of
the pyramid, witty to little" consideration, paid to die
economic interests of the small grower. .

"Iowa fanner WeissItaar.ia not eager to have his in.
terests buried in such cams, 'If I wanted to go into -
sometliing like that! lie says,. 'I would have gone into
meat packing or the grocery business. I like being a
Ulmer!" (2)

Can Farrjers Control Their Cooperatives?
'Policy questions arise about the organization and con.

led of cooperatives. When A cooperative becomes large
.

a
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enough to compete with the corporate giants, is it really
responsive to farmers or is it beyond the farmers' capacity
to control it? No simple answer is possiblewithout a num.
her of "It depends on...." What about the large pro-
dcicers versus the small ones in.such a cooperative? If a
cooperative slugs it out with the giants, its emphasis may
have tifbe upon volume, efficiency, and capital. Such con.

'cep as one member, one vote or more emphasis upon
people and service than upon volume may be lost in the
competitive struggle. Breirnyer expressed his concern
about these problems: "Professionally managed by persons
eho frequently have no deep understanding of agricul...
ture, cooperatives have sometimes not only virtually lost
touch withWiefarmer members but have limited their
membership athitrarily, turned to volume voting, pro.
vided no procedure by which grievances of its members

. can be aired and adjudicated, or in other ways departed
from the principlekthat underlay the cooperative move ,
ment several decades ago." (1,p.3P0)

4 Ja.

stir

The Individual and the (;rAup
In all group action, ificluding bargaining associations

as Well as cooperatives, a timeless and universal probleM
emerges. Who checks the honesty of the metropolitan
police? The old Romans asked: "Who guards the
gtiards?" The ancients sought protection in tribes and
than they had to develop cultural safeguards for the
rights of individuals within the tribe, Likewire modern
farmer:, who want to protect their business status vie
the cooildratise, muse give proper attention to the mull.
adv.: versus his group.

cooperatives in vertically integrated industries such
SS poultry will probably need contracts with their mem.
hers. Policy choices here are (1) marketing contracts -'
that preserve most of the entrepreneurship of the farmer
and (2) production contracts that pass the decision.
making and ownership to the cooperative. The differ.
erne in receiving a pirce,wage from a cooperative or
from a corporation is not' immediately apparent, ,l'efem.
hers most honor their marketing agreements with their
cooperatives and cooperatives must insist that they do
so. Cooperative marketing can not progress if mem.
hers avoid fulfilling their contracts idieneves a changing
market gives them the slightest ef,economie incentives,

Cooperatives face new and greatly enlarged oppor.
tunitks and responsibilities in agricultural marketing.
As Unit. role becomes greatly enlarged, their structure
and Ifhivior become much more central to the welfare
of coneumers. When a cooperative becomes farmers' only
access to a Moth:, then policy questions about its orga.
nication and control assume a far greater importance than
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when it was hut another choice in- an open midst of
many corn peling marketing arm s 4s

a Much of the pro and con disciusion focuses upon the
cooperatives because the pure bargaining associations
operating without cooperative involvement have yet to
prove themselves in the eyes of many farmers. Such
associations have had limiterdsurrestes in some at but
tor. most Midwesterners they probably do not compare
with-the accixoplislirnents of the dairy cooperatives:.

Government's Role
If fanners try to spbstitute group action for in dividusj

action in the market, they will nerd new legislation and
new services from the government. For example, even
though the sate of products has been replaced by the sale
of farmer services in vertically integrated industrks,
public market news has failed to make the change,
Market news persisted in reporting farm broiler prices
after the market had disappeared rather than reporting
the contractual terms received by growers, Market in.
formation about- contractual terms is generally scarce
although some bargaining organizations are b,egianiag
to provide such information. Nothing close to a perfect
Market tan be exiveted for farmer services but better
markerinformation should improve what is now a wry
imperfect market.

Free markets, like !fro societies, require policing. The
policing is alined not only at stopping the.dishonest but
also at pscvidkur; means of settlir.g honest disputes.

'Extending suite public policing to contractual integra.
tion has lagged Recently increased scrutiny by the
Packers and Stodords Administration over various re.
lationships between broiler integrators and farmers is a
more to close that particular gap. The manifritly un.
equal bargaining power of the typical individual farmer
as compared with the, typical agribusiness integrator
makes such min-loge:sire:Sly important,

Marketing orders a* combined government.private
form of group action have helped to promote stability
in markets that were formerly tuntable. They appear to
have ban quite fur cenful in miik and in many fruits
and vegetables Marketing orders in dairy have fi74i,
tateti the bargaining power of the Targe,cmperatives. We
may expect attempts to extend marketing orders to
other commodities in which more group action is
desired lioscever. marketing Idols will be of little or
no assistance to fanners, such as broiler growers, who
are idling their services rathc than selling farm prod.
trts to vertically integrated aged. inures.

Group Conflicts

Jurisdictional d.tpotes among farm organizations and ,
cooperation are al'ado developing in certain comet

molity areas. At this stage such disputes, while tut.
fortunate and a real threat to fanner success in bar -
gaining, are probably inevitable. Procedures that enable
democratic choice by farmer, within a context minimising
mutually dertructive organizational battler that'll be
legittated. Torgerson argues that there are mutually sup-
portive roles for both the cooperative and the farm orga-
nization to play in farm bargaining (4).

firm organizations deal with a market for their prod.
nets that, in some instances, can disappear. The proces
sot can choose to be the producer rather than the buyer.
in principle, Isargainingsysodationi can meek this lg.
pass by selling the services of farmer members rather
than farm products,-although most entrepreneurs might
regard this alternative as second best. An organisation
that bargained for the sale of both farm products and
farm services could include proposed limits oo,- the
amount of farm production by processors in its bargain.
ing demands. Whether suds a farm bargaining organics.
tion could maintain the iturmal unity essential to such
two-fold bargaining is a serious question. Independent
fanners currently show little tendency to accept 'any
identity of their interests with those of vertically in.
tegrated farmers,

/I Threat to Cooperatives? ,
Farmers' may group together to help themselves

through cooperatives or bargaining associations. But
can lug: corporations -- vertically .integrated or con.
glomerate ---.- become mernhert of these associations and
-take part as 'Tanners"? This is a troublesome and very
real policy issue, Various family farms have found it
useful to incorporate. Such farms are similar to other
farms in ev'ery other respect and family corporate
farmers hare long participated as members of coopers.
tire's arid bargaining associations, Thus it it difficult to
say that all corporations-are not farmers. O'n the other
hand, many-of the antitrust and other protections and
exemptions granted to farmers in.the Cappn.Volstead
Act and in the Agricultural Marketing `Act of 1937
flujle clearly would never have been granted to powerful
corporations.

To the extent that the very strong can tear, sten the
exemptions and protections granted the 'cask, the pk-r,
poser cold kgitimakyrof the reemption and protections
ore undermined FORM'S cannot afford such art under;
mining of the sights granted to coaperetivet if they pot to
protect the acceso to

Which Way To Go?

What questions should farmers ask themselves? Some
of the appropriate questions have been raised above,

6
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Some farmers mayhave value systems which definitely
c&nmit them to the individual open.market way, the
cooperative way, or. the bargaining.association route.
If they do not, they may want to ask: For my partiplar
commodity, which ways are really feasible? There may
be two one, or none, rathite than three, feasible ways.
Can 1M open.market individual access multi be main.
tamed? The dispenkm of power in a dispersed agri.
culture is discussed'in Chapter 2 and has, much to
recommend it to society, government protect
dispersed agriculture from a corporate takeover, direct
or integrative? Will fanners acce,pt the discipline of a
group approach? It is ironic that many turkey producers
who voted against the discipline of a national turiey.

. marketing order,soon found themselves under a greater
discipline as integrated growers,

Other questions include: What is the present 'base in
terms of cooperatives orobargaining groups? Which
approach seems more likely to work for this commodity
and this group of jarmers?What will be the public's
perception? Will giant bargaining associations or co.
operatives be regarded any differently than giant corpora.
bons. Already some college, students see "agriculture"
as migrant workers being exploited by giant agribusiness
corporations.

Almost inevitably, whether the route is individual 7
group, the bigs will have more power, exercise more

a " leadership, and receive more benefits that; the
Yet it rams clear that young people are demanding
snore equality' of opportunity and more "distributive
justice" than did their elders. Thus any big disparity of
wraith, income, and economic opportunity in agricul.
tare may cane wider much more critical scrutiny in the

4

4

. future. Perhaps a little less concern with microefficiency
and a little more concern about equality of opportunity
will have to permeate the policies of all institutions in
agriculture, including market institutions;

4. Some of the special problems of access to markets for
integrated producers 'hare been discussed, The markets

,for fanner services in raising broilers `and turkfys and
glliwing.vegetables for processing are the most.imperfect
in agriculture. One cannot put one's services in a truck,
and ship them off to an alternative market when one
dissatisfied with the present buyer.

There have been reports of blicklists of fanners who
are judged to be too interested in promoting competition
for thein.integrated services. Vertical integration is
assumed to' be a oneway street. There is no turning
back to an open market and independent pmcktion, In.
tegrated farmers are prime candidates for ;gaining
associations as a means to redress the lopsid balance #

td power. However, the organization of ondcally
weak individuals scattere'd across the nation is difficult.
Moreover, a considerable number of small, independent
farmers are ready to seek the security of contracts if
given an opportunity by the integratot

Ghanterli: Rhoda_7.43
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6. POLialIES AFFECTIN;;'CAPITAL ACCUMULATION
AND ORGANIZATIONAL. STRUCTURE' ,

Norbert Dorow, North Dakota State University

besides land, knowledge, and markets, a collection of other influences also affect "
the structure and control of agriculture. Risk and its abatement; the mystifying mix
ture of income tax mkt and regulations, payment limits Andaman farm tresellts in
land retirement and direct payment programs, pollution control methods all ,

4' these lave an actual or potential effect on.thb kind of farming 'remchat's pre.
s sail in the fqiure. 0 . ..,, i ':

Political power and the use MadE of it by rural mlaplemay ha the most powerful
force of all in influencing policies that will affect capital acciassidation, *11111aaita.
tional structure of agriculture and the control of decision making: Al thooglt the
tally of farm 4111 Congressmen is down, the critically Wort/tot sirloin vats is
generally symplilletie iv the problems of ntraloireas mimed to rural poverty and
unemployment. it. . c---,

..

GOWANMENTAL FOLICMI AND MOORAXS, as well all
social forces, influence the changing organization of. ,

.agricultural proouttion. wan policies may be designed
to influence the structure of agricultural production. to.
ward more dimened organization or encourage more
concentration of the producing units. They may do 10 by
design or by unintended side effect. Policies discrimed in
this chapter are those related to risk reduction, federal
Income taxes, federal farm prognun payments, rural de.
velopment, and pollution control.

Price, Inconie, and Natural Hazard Risks
Public policies that affect farmers' risk and uncertainty

will influence the organizational structure of xy,riculture.
"Farming is it risky business" is a statemtm often made
and generally accepted. !tight include price fluctuation,
uncertainties in farm input and product market,, income
variallility, and natural hazards such as ativerie weather
and insects and diseases affecting trope and livestoci.
Risk and uncertainty can influence the we of farm re.
sources and how they are organized in the fanning in.
dimly.

Ifow to adjust to or offset risks has been an important
consideration in the organizational structure of the farm.

o ing scrim': it has affected economic adjustments on firms
and in the farm supply and market rittems and it has i,-

.Cintiitnitinit authors for this chapter were caul 11 Unw
mut university of Nrbeitska; Neil Et lied, Iowa bate Veneer.
say: James )1, 'Anson, United Stair* Department of deice!.
litre Everett Z. Peterson, University_ of Nebraska: W. Fred
Woods, Economic Research Stake, United States Ikperiment
of dimicultute,
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.brought about public policies and programs specifIcally
designed to reduce risk.

The risks end uncertainties faring farm firms influence
the allocation of resources within the firm and within She
ogriultwrol industry, They limit the availability and
of capital and credit, they restrict t or distort the in
ment of capital for farm exist:Won,' and they decry
the effectiveness of management.

Credit is restricted because of increasing rids As a firm
expands by using Credit, the possibility of losierits equity
becomes greater. Added uncertainty increases the probe
ability of loss. This concept restricts borrowing by the

,expanding farmer and also lending by the credit agency.
Higher risk may also encourage diversified ownership
under a corporate structure, Potential loss can be spread
over many owners

Risk and uncertainty affect investment of capital,
whether it is equity capital or credit. Expansion of farm
size, specialization of farm enterptir, adoption of 'capital.
using technology, and other resource adjustments are
affected by risk. Reduction of risk encourages capital in.
vestment, x

Management decisions may be more subject to error.
under conditions of higher risk and uncertainty. Greater
uncertainty of output and prices leads to more Manage.
ment errors in predic Mg economic returns and may thus
limit expansion of the farm business

Economists are uncertain about whether reduction of
risk helm large farms more than small ones, Policies
thatoreduce risk and uncertainty will tend to encourage
adjustments of agricultural resources toward larger tamp,
more rapid adoption e(technokgy, and more sperialira.
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than of production. However, even though risk.reducing
polities may make possible greater conchtiation of peon
duction, they may also tend to =amain production by
smalkr units.

Reducing croillrisks, The Federal Crop Insurance pro-
, gram is designed to reduce rids from crop losses. Private

companies also supply crop insurance to reduce risks.
Farm price support programs have reduced risk and

uncertainty related to prices and income from production
,of major crops. Cropland diversion, acreage allotments,
and commodity storage have adjusted the supply tis stabi-
lize pekes. Price support loans and commodity payments

. have further stabilized prices and income. Commodity
caymans are based on normal production. This a fanner
may have a crop failure and still receive a significant part
of his expected income. Farm programs, in effect, provide
for forward pricing and income.

Reducing livestock risk:. The dairy industry has pike
supports on manufacturing milk and federal market
orders in major milktheth. These programs have a strong

. stabilizing effect on diky prices and income. Price sta.
bility of other livestock enterprises is indirectly influenced
by the stabilization of feedgrain prices and of the agri-
cultural industry as a whole.

Farm the and ,grogram henefits. Price supports and
commodity payments have been based almost entirely on
acres and output. The larger the farm and its output, the
greater are site benefits of the income support programs
in tarns of doll ns received. These program benefits

,Bute the risk of committing the resources of tire expand.
ing commercial farm operations.

An farms become larger and more commercialized, they
sr become more sensitive to pricl fluctuation, especially price

declines, They use a higher propoition of capital to !afar
and of variable capital to toted capital. They also use
morh purchased inputs and a lower propottion of farm.
produced inputs such. as operator labor and equity.
Therefore they operate on a lower margin of return over
direct cons per unit of sale. Stable pr es and forward
pricing under farm programs are highly important for
the large farms and their large commitment of resources,

Resource values, Reducing risk and uncertainty nuke
farm programs increases the value of the resources, Cons
scrpsently, with loner risk, farm programs have cols.
tributed to rising land values,

Farm program and price stability encourage loves
mem, in butputinereasing technology. The larger, ex-
panding farmers are usually in an advantageous position
to adopt technolOgy. 11E7 also tend to set the price of
land and rental rates. Thus land tenth to be overpriced
for the average and marginal famiets, which means they

be economically excluded from farm expansion.
Many smaller farmers become comparatively worse- off
as their cads rise but their gross income remains, stable.

,s
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Government program: that reduce risk through stabili-
zation of prices and income art available to all farmers.
However, they appear to be of more economic benefit's°
the larger, expanding -farm than to moderately sized and
SMIdlerhrtnt.

Adjusltnents tor Risk
The structure of today's agriculture and its related in-

stitutions has been influenced by risk and by adjustments
to rectum risk. Government policies have had an effect on
thesedevelopmentss.

Risk and concern about risk has influenced the degree
of specialization as compared with diversification on in::
dividual farms. It affects the availability and sources of
equity and debt capital for agriculture. Institutions such
as commercial insurance and .do 'futures market have
bein developed to reduce risk. Farm producers and supply
or market firms have developed contractual arrangementss1
to reduce, shire, osatransfer risk. Farm lease agreements
hose been adapted to sharing risks betweenharm oper.'
ators and landlords. Income fax regulations and other
taws affect the incidence of risk.

Although most of these arrangements are In theyrivate
sector of agriiultdre, public policis can influent. their
development and we. Large corrune:tial or industrialized
farms may have more ability to utilize various methods
of reducing risk including the various private sources.
These include easier access to capital sources, contractual
arrangements, price stabiliiaffon, specialized insurance,
and other approaches, 11 the public wants to astir) the dis-
persed type of farm in reducing risk, then public policies
should continue tot made spoilable and dereloped for
the dispersed Arms.

Income Tax Policies ,

It has been argued that, at kart theoretically, income
Jax policies should not influence economic decisionmak-

ing, If the equitable generation of revenue is the only ob.
jective of an income tax system, an important criterion
for evaluating a taxing system would be the absence of
influence on economic decisions.

However, the income tax structure as part of national
policy has become an important tool for influencing tces.
tunic decilliin at least at the Federal kyr], In the putt'
decade, many majoAcorne tax changes havebeen molt
yak(' by fiscal considerations, but income tax incentives
have also become a means to aid prograths for an ins.
proved environment,,accekrated capital investments, anti

increased soil and water conservation.
Time flexibility and univeksality of the income tax, as

well as its inherent economic incentives and disincentives
conknend income tax as a key policy variable. Thus the
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income tax framework appears destined to serve multiple
masters with relatively frequent and substantial changes
in prospect.

Analyzing income Tax Preferences
It is almost an article of faith in some circles that in.

Come tax Talky has systematically favored largeacale
firms over small firms, particularly in agriculture. Sub-
stantially greater analysis is. required Wore conclusions
may be drawn as to the direction and magnitude of tax
preferences.

The size and scale of firms are seldom important vari-
ables in the imposition of the incur* tax. Although wire
and rude have economic significance for kind or tax
purposes, the terms are generally not sufficiently precise
to serve as touchstones for regulation or taxation. Rather.'
legal and tax vales have been based upon such variables
as (1) method of firm organization (regular or Sub-
chapter S corporation, general or limited partnership,
simple or complex trust, or sole proprietorship) ; (2) type
of income involved (ordinary income, capital gains, or
taxfree income) ; (3) level of income involved (grad-
uated rate for sale proprietors, partners, trust benefi.
biarier, and shareholders in a Sulxhapter S or tax option
corporation, but a twoatep rate for regularly taxed cor-
poration); and (4) occupation of the taxpayer (for ex.
ample, fannert as taxpayers enjoy certain special priv-
ileges such as cash basis accounting). Any determination
of tax preferences requires specific assumptions about all
four variables.

To say that large.scale farms have tax advantages not
enjoyed by smaller firms haCtneaning only if method of
organization, 'Cale (gross sales, net income, acreage), nos.
ture of the income mix, and level of taxable income is
also specified. Without these additions the statement that
large fauns have advantages not enjoyed by small farms
is meaningless. The statement invites the question: Tax
advantages compared to what? Although no unequivocal
answer may be given to questions about tax advantages
for large or small &Mt, the relevant variables are dis-
cussed below.

Capital Gains Versus Ordinary income t,

Although heavily criticized in recent years, the capital
.gains-ordinary income dichotomy is well established in tax
policy and will probably continue to exist for some time.
'The capital gains concept it responsible for tnany tax-
avoidance or tax-minimization efforts its taxpayers at all
income level. try to have income taxed at the preferential
capital gains rates.

Capital gains treatment. The preferential treatment of
capital glint income, which it widely known, apptuo, to

4
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taxpayers VICAMATIrltrttadet.
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taxpayers in the higher income brisket: receive the
neatest relative benefit. Basically, capital gains are taped
in one of two ways and the taxpayer makes the choice.
.The entire capital gain may be taxed at a fiat rate (25
percent on the first 450,000 of gain, 35 percent on all
over 00,000), or 50 percent of the gain may be deducted
with the other 50 percent taxed as ordinary income on a
graduated scale. Obviously, few high.incomelxadet tax-
payers elect the 50-percent deduction and few lowin-
comeheacket taxpayers elect the flat rate tax ?mono in
a partnership, Subchaper S corporation shareholders, and
triad beneficiaries all ,utilise the -rules for individual tax
payers.

Regularly taxed corporations handle capitil gains quite
differently. Capital gains income is not eligible-for the
50.percent deduction alternative. Cexporate capital gains
are taxed at flat rates of either 22 percent (if the carp*.
ration otherwise pays tax at the 22.percent rate) or 30
percent. Corporations make relatively poor organizational
devices if the objective is minimization of tax from capital
gains.

Income eligible for capital gains treatment. For fanners
and farm investors, the major meets normally receiving
capitalgains treatment include farmland and buildings,
machinery, breeding stock, and dairy animate. Other
assets, such as grain, hogs produced for market, and
feeder cattle generate ordinary income which is fully tax.
able at regular income tax roles

A substantial incentive has existed, particularly for
hightax.bracket intlivkluals, to invest in weft producing
capital gains rather than ordinary income, The incentive
has been even greater for depreciable *wets eligible for
capitabgains treatment such as buildings and breedings
herds. Depreciation is deductible from ordinary income
and, in effect, creates additional capital gains taxed at
a lower rate.

To lessen the incentives inherent in such tax policy, the
Congress has taken several steps in the past decade to
"recapture" pins representing depreciation previously
claimed as ordinary income. In 1962, rules were imposed
for recapturing gains on sale of personal property (except
livestock). The concept was extended to depreciable real
property in 1964.

In a specific effort el reach "Webs fanning," CM
gress in 1969 moved in additional directions to lessen the
incentives 6 convert deductions front ordinary income into
capita sin at a later time. These included (1) tecap-
turc of depredation on livestock, (2) recapture of soil
and water conservation and land-clearing expenses, and
(3) creation of an Excess Deductions Account converting
capital gain into ordinary income on sale of certain types
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of farm property if the sale had been pit-celled by oper-
ating losses., .

Despite eforti at iiiniting the conversion of whimsy
income deductions into eventual capital gains- a relative
advantege still evict{ for higkincome individuals to ic.
tort gains as capital gains where possible. The same basic
rules for reporting capital gains can te we by lower-

41 income individuals, The advantage is inherent in the 1.
capital gains concept,

Wax Rater

The rates of income tax imposed on capital for capons.
sion can have an important competitive effect on tarot
in the expansion phase of their life cycle, Essentially, the
differential tax rates may he explained by (1) the type
of taxpayer (individual, partnership, or corporation) and
(21 the tax bracket of the particular taxpayer.

Marginal rates cf tax vary sharply, from 14 percent
federal income tax for lowdaschracket individuals

through a 'graduated tax of 70 percent for high.tais.
bracket individuals (50.percent on tamed income). 'Ffiese
rates apply to individual taxpayers, partners in a general
or limited partnership, and shareholders in a taxption
or a Subchapter S corporation. These taxpayers are
viewed as ultimate consumers of taxable intone,

By contrast, a regularly taxed corporation pays federal
income tax at a 22percent rate for up to $25,000 of car.
pOrate taxable income and 48 percent above that level.

These rates may tappear to be more or less advanta.
gcous than the tax hoes for individuals, depending upon
the relevant tax rate. A'14percentat-tracket individual
has nothing tb gain (and in fact may pay more -tax) if.
part of his income, is taxed as a regularly faxed corpora.
tien,..A 40.percent.tuaracket individual, on the other.
hand, may obtain a substantial income tax advantage try
creating a new 22.percenttax.bracktt corporation to
which a part of his income would be taxed. At least the
advantage is clear if the income is destind fee expansion
of the firm,

Any advantage, of MO corporation in terms of more
aftcrdax dollars for expansion is tempered by imposition
of a second tax as corporate income is ultimately

' tributcd to shareholders. Either a tax on dividind income
or a tax on liquidation. distributions ultimately awaits the
shareholder of an expanding, corporation unfesi fie Ts
willing for corporate income to be used for expaosion,

Cash Verner Accrual

Although farming would stenill) require accrual AO
counting under the universal test of whether inVentories
affect income materially, farm taxpayers of all types using
variourrnethexis of organization have been permitted to
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report income using the cash method. In part, ;soh use
of cash accounting constituted recognition of the limited
cipabilitits of accounting systems wed by farmers. De.
spite improvement' in record keeping ,and attainments
of a high degree of accounting sophistication by some
firemen, particularly throe making use of computeriaed
accounting methods, the cash reporting option has con.
tinned to he used.

With cash accounting, farm taxpayers enjoy substantial
advantages over accrual taxpayene One advantage is that
increases in inventory are not subject to income tint Gain
on `mitts is recognized only when items are sold. This
permits buildup of inventories without the necessity of
tax payment. If the increased inventory, such as from
a beet-cow herd, is held by an individual taxpayer. until
his death, no income tax is ever paid on the gain involved.
A second advantage is that on sale of raised breeding
animals tht,,tntire pike, jailtatecl as a capital
gain if held for 24 months. nk accrual taxpayer}, only
the excess over the last imentOry cable is eligible for
capital gains treatment.

Special deduction,. Some ruler for income tax deduct
rims peculiar to farmers make no distinction as to sire
or kale of the taxpayer. 'Mae include the opportunity
to deduct rather than amortize expenelituresjor fertiliser
and lime, to report commodity credit loans as income
when a loan is received or when the crop is sold, to de
duct soil and water conservation expeliditures rather than;
adding such expense to the tax investment in the land,
and to file estimated tax returns (not required if return
filed by March 1):

Other provisions unkjuely applicable to fanners favor
thaw with loweeincomet For example, expenses incurred
for clearing land to make it suitable for we in farming
may .1X deducted currently rather than being added.
the basis of the land. However, current deductionsine
limited to45,000 or to 25 percent of taxable income from
fanning, whichever is less: This provision reduces fair
benefits of rapid land clearing by fanners with taxable
income of $20,000 or more per year,

Effect of Death of Individual on Accrued Gain
Under current law, a substantial income tax incentive

encourages individuals to retain ownership of heavily ap.
predated property until death, Upon the death of a
property owner, the income tax basis for property held
becomes equal to fair market value as of the date of
death or as of the ultimate valuation date up to six
months aftel' death, The result is that the tax on the
potential capital gain in the property is eliminated.

This feature cf income tax law los been criticized as
inequitable and as favoring principally shareholders and
landowners. Repeal has been urged in tteent years,

.4 9
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In addition to eliminating income tax onapy elated
property lrld until death, this income tax provition
teuragra lifetime gifts olalickky appreciated property
(with gifts, the donors income tax fads carrier over to
the recipient) and encourages high valuation of property
at death, if the estate taxis small or dots not apply.

This feature of orment initsne tax law often affects
corporations less (keratin At the death of a shareholder,
his stock receives a new income tax basil and tO accrued
gain in the-stock is eliminated. However, the property
taxied-Arm the stodc.---owned by the corporation --is
unaffected by the death cf asharrholdtt. Thus the advan.
Cages of a "new depredation 'tart" and no gain or little
gain on post:death salet are entsimilarly available for
corporate awe t ownership as they sae for individuals,

If all "individuals" engaged in farming were indiriell
nab, at low Income levels, and receiving only ordinary.'
income; it would be a relatively simple, task to compare
their tax burden with nonfarm investors operating as tor
potations, at higleinecane keels, and receiving only cap-
ital gains income, Obviously, such is not the care. As the
assumptions mentiard above are relaxed, generalizations
as to the relative income tax burden become lot and less
meaningful.

' Soil Bank Pramanocgr I950"s and the CroplandHant
renatioa.Progrant.of 's, .

DurDlg the 1960's, federal !arm programs shfnd to
more direct payments to adjiut crop outrun and to main.
taint grain and cotton producers' incomes under lower
price support levels. The very large payments to seam
large -scale farm operations resulted in public critkirat
and support fol payment limits.

A limit of p5,000 per prograin to pelaora participating
in either the cotton, feed-grain, or wheat programs was
included in the Agricultural Act of 1970. In 1970, 1,212
penoor received *malts in excess of this amount: Most
of these were earned for participation in the cotton pro.
gram, Very few persons are subject to, the limitation

aniekr two or more programs. In 1971, only 466 produters
had payments reduced to the 355,060 limit.

'Iliese.psograrn payment limits have not had the ecti.
nomieseffects that some may have envisioned. Large -scale

," farmers have beatable to restructure their operation s. so
as to minimize the adverse effect ocAviirnt limits: Some
common restructuring steps haviinefffitgl subdivision of
Lame farms, leasing of parts of tropitionnents for eash
rent, and formation of partnership!. .

Farm programs orientett primarily toward cropland
diversion and supply adjustment through incentive pay .

merits must include participation of most armorial
farmers to achieve their 'objective, There ore, at some
lower level payment limits may conflict with the major
objective cf supply adjustment.

Farm Program Payment Limits
and SmallFarm Benefits

The Kale of annual federal faun vogram 'payments
indicates di% allocation cf these funds may have a sig.
niticant impact on the organizational structure ipf agri.
rainier. Direct program payinents to farmers have been
over three billion dollars annually dining recent yaw
Allocation of these funds can aid or hinder Whatever
public policy objectives the nation might have regarding
the organizational structure of agriculture. For example,
limits on the size of payments to larger farms and special
concessions to smaller LIMA would tend to strengthen a
dispersed agriculture rather than encourage a concen.

-natal agriculture.

Paymtnt Limit,
Public kipper fir farm progratfeo:or the sons has

been in part ba 1 on the cum z Of helping the "aver.w
age" fanners mar tain adequate income, Limitations of
pkruents to imp perdu:ea have been debated periodi.
rally since the 1 .i6a. Statutory or adminiarative Limits
on till tile of rib uttural Conservaticn Program (ACP)
payments w REAP payments) have been in effect
from time to tune. Currently the' limit is 32,500 to any
one inihddual. Payment limitation' were a part cf the
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If timprolity objective if to maintain e dispersed agri.
culture, then program payment limits could be derived
with that pupate in, mind. Pr6liosaila on limits? have in.
(laded $20,000 per farm, 810,000 per program per farm,
and other ariations lower than peewit pagarns, Re.
strictionmn the pxrmitted mitnitturing mentioned above
would im farther limits; Program payments tied to
land-use policy could be designed to discourage very large
farms and to encourage has intensive use of cropland':

The present program, with payment: lard as cent.
modify output Ind high limit; per Alm, teed, to fnrcut,
age the trend forcard larger (arras, Tim puldre, tluough
Coogan, needs to decide on its policy v.:4h related to
the ertanizational structure of apiculture and then de=
tide who've program a...entrits am to be used toward
at-laming those pd.: y g914

SnirliPatin &nen ts
Under present programs, the stabilization cf famy prices

benefits nutiy all farmers. aim direct payinents under
carancidity .progranis benefit farmers in properties' to'
output. Fanners with lowvolumet commodity production
receive small payments. For nouripie, in a recent $t at 72-
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percent of producers receiving paynients received leis than..
$1,000 each, or 21 percent of total paymentstoall farmers.

Some Al the commodity programs of the 1960's pro-
f,' Vded special treatment for farmers with small allotments.
"-,..The Agricultural Act of 1970, however, contained a. small-

:farm provision only for cotton. Smalffarm provisions will
: probably not figure prominently in future farm commod.:

ity programs because commodity programs are not highly
effective in helping small, low-volume farmers.

Providingadequate family income is fhe Major prob-
lem faeing. , many low- income farm families, Some are
helped thrOuglf general public- assistance or welfare pro-
grams. ,Many small, low-volume farmers have offfarin

`employment to provide adequate income. However, in'
some rural areas these opportunities are limited.

Policy proposals have inducted providihg direct income
payments to low-income farm families. These payments
may not be related to 'farm commodity production but
they would bring family Mecum up to some minimum
evel. Such payments could be further. adjusted to provide
come payments only to older farmers who have little

op rtunity for other employment. This wopld okercome
the objection of payments being used to perpetuite un-

'. econom e farm units, . . . ,
Policlei and programs could cite designed to irklp main-

.* tarn small farm. unita 'Such programs would help keep
people in rural areas but also might keep same families
on lower incomes than they could earn elsewhere in the '
economy. However, small, farmers produce "a, relatively

'mall share of the nation's farm output and this approach
may be of limited importance in influencing the overall
organizational structure of agriculture. Policy decisions
need to 'consider alternative approaches to helloing low-
incoine farm families,in the context. of how they might
relate to the future structure of agriculture.

ollutiOil Controls
types of potential or existing agricultural pollu-

n have been identified including crop residues, soil
sedinientation, and livestock wastes. Excessive use of
chenlicab and fertilizers in crop production.is one source
of pollution. Livestock wastes are a more serious source
of pollution because of the expansion of larger confined
feeding 'operations. The public is becoming increasingly
concerned about this kind of pollution. Federal and state
policies are being proposed and developed for pollution
control.

" Current attention from various government regulatory
agencies is focused on livestock-waste pollution abate-
ment, primarily because confided feeding operations are
considered potential sources of pollution amenable to
control.
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Policies vary among states, in the Korth Central Re-
gion., Water-quality regulations often apply -to livestock
operations even though, they are not specifically Men-.
Boned. Iowa, Indiana, Minnesota, Kansas, and Nebraska
have passed. legislation that requirei certain classes of
livestock operations to register with state regulatory
agencies. Registration entails providing A detailed break7
down'Of current and proposed operations including the
number and type of livestock confined and the location,
relative to any watercourse that is receiving or can receive
livestocktte. runoff'. An Ohio solid-wastes kW
tally inclu agricultural wastes but has been interpreted
to exclude the typical- small -farm operations and to pres-;
: entry include Only large isle livestock ,operations. Other
states are proposingltatutes.. that will enable g direct'
approach to livestock-waste poUution problems,

. .

Implications for Livestock Operations
.

Current regulations and registry requirements focus on
larger-capacity livestoik operations. Agrononiic research
suggests that large livestock operations that assimilate
large volumes of feedstuffs on limited land bases create
A plant nutrient land base imbalance. The Environmental
Protection Agency also recognizes that waste-handling
problems become progressivelY greater as feedlot size
increases')

The large -scale enterPrisins still a minor part of the
livestock industry in the Noith Central Region. In 1970,
over 75. percent of the Region's fed beef was marketed
from lots with,less than 1,000-head capacities. In 1964,
less than 10 percent of the dairy herds had 50 cows or
more..Howeyer, the larger enterprises are increasing in
number. 4/

Recognition of the diversity of firm sizes within the
Region's livestock' industry is necessary when considering
alternative methods of pollution control. Suitable methods
of abatement may vary directly with Ono size and factors
related to firm size inch as land availability, livestock
buildings, and handling facilities. tinder current regula-
tions, additional variable costs attributable to waste abate-
ment have not seriously affected the viability of any par-
ticular size of firm or placed prothicers within a particular
state at a competitive disadvantage. In fact, certain pro-
ducers have qualified for ASCS cost-share monies to off-
set a pot ion of the capital outlay necessary for the
achuisition and installation of retention structures and
manure atorage facilities.

. However, the enforcement of more stringent regulations
that do not distinguish among firm sizes and their .asso-,
crated resource bases could impair the viability of certain
sizes of livestock firms in certain produCtion areas. For
example, if some type, of complete solid-waste treatment
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system were required, the initial capital outlay may be a.
prohibitive cost to 500-head beef:feeding operations, But
it may he economically feasible for a Z0,000-head opera-

-

Another consideration is a possible difference among
states on Pollation-control policies. An added cost to corn-

.* with regulations in one state that do not apply in
other states would place those livestock produces% subject
to regulations.at an economic disadvantagee. This may
indicate a need for federal guidelines on licies affecting
livestock producers. Such federal guidelines, which would
be primarily applicable to large-scale livestock enterprises,
are now under joint consideration by the U.S. Army
Corps of Engineers and the U.S,FaBtlunental Frotec-

.tion Ageticy.

There seems to be general agreement that policies may
beneeded for control of pollution from livestock wastes,
As policies are developed, recognition neede to be given
to their impact on ?size of the livestock operationnand on
enterprises in different states or locations.

Rural.Development Policies

Rural development has gained prominence in recent
years as increasing, attention has been directed to the
problems of the rural areas of our nation.

Rural development.policies are primarily concerned
with improving employment opportunities, incomes, and
the quality of life in rural areas. This section will be
restricted to rural developnent policies that are activated
or made effective by group or community decisions.

Employment and income opportunities are usually tied
closely to industrial development. Quality of life factors,
on the other hand, are usually linked to the availability
and accemability of public services and to environmental
quality.

Coherent national policies on fdral development have
not yet been activated. Numerous programs of limited
scope have been offered, but these have not madeossible
the development of a sound balance between rural
and urban America"' which has been a continuing goal
and to which Congress committed itself in the Agricul-
tural Act of 1970.

Consequently, communities have experiencid widely
varying success in rural development efforts to date. Some
have made substantial development progress while others
have not only failed to develop but have declined
sometimes rapidly. Nevertheless, community development
program= of various kinds ivill continue, and they will
have'effebts upon the agriculture which they touch.

' Section 901 (a), Title IX, Agricultural Act of 1970.
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Impact on Agriculture
Effective rural development policies resulting in off-

.darn employment opportunities would make possible the
continued existence of dispersed agriculture which is not,
of ,itself, economically viable. Farmers could combine
part-time farming with nonfarm employment and main-
tain their rural residence. In the short run this could,
and probably would, slow farm consolidation. Nowever,
in the longer run these noneconomic units might be com-
bined by rental arrangements into largei- units built up
of small rental parcels, thus leading to concentration of
production under tenant asrangenienis.

If improved employment opportunities resulted in sub-
stantial in-migration of workers, all of agriculture would
benefit from more accessible markets for inputs, improved
viability of social and economic institutions, and possibly
improved markets, Increased competition * factors of
production and possible conflicts in land us4 and alairly
high rate of-social and economic chimp, would almost
certainly accompany this type of rural development. ,

Changes in the structure of institutional arrangements
of support organizations such or Extenders Service, Soil
Conservation Service, the land-grant college *tem,
ASCS, and others affected by, revenue sharing andg m-ol
mental reorganization could substantially alter the v il-
k, of dispersed commercial agriculture. Such can
would probably lead to increased concentration in agri-
culture if the resulting changes interrupted the flow of
information, funds, and technical assistance to the small
and average sized farms, thus weakening the competitive
position of these units. Larger concentrated units could
Efrobably more successfully secure these services from al-
ternative sources and thps would be more successful in
adapting to changing conditions. Rural development
credit policies having substantial import on credit avail-
ability, could have similar affects.

Better public servkes and facilities combined with more
equitable participation by rural communities in federal
grant and loan programs should lessen the disparity be-
hymn opportunities and amenities in rural and urban
areas.

To some degree all these policies would add somewhat
to the viability of a dispersed agriculture. Yet it is also
time that some of the benefits of a rural development
credit package would be capitalized into land values,
requiring more financing for entry into farming than is
presently the case, thus weakening or reducing the long-
run viability of dispersed agriculture.

Dilution of farmers' role. In many areas effective rural
development would accelerate the urbanization of the
countryside. In so doing, it would provide an adequate
population base upon which many amenities and services
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cart be provided. *However, increased rural population will
result in competition for resources, conflicts in land use,
the dilution of political power of those engaged in agri-
culture; and demise of many social structures and institu-
tions held over from the "good old days" of the pot.

Environmental policies. Environmental control will be.,
come an increasing part of rural development. Will the
cooperation and conformity to rules that will be necessary
have different impacts upon one kind of agriculture than
another? The 'answer depends on the participation and,
adaptability, of a disperied agriculture. If that- kiralfer
agriculture cannot, or will not, pertiespate, the advantage
will go kr a concentrated agriculture. For the latter, by
its internal administrative mechanism, is comparatively
well equipped to accept,and enterce. practices that will
protect the environment. More information on livestock
pollution is presented above.

Rural Development in Perspective

Rural development and a viable dispersed agriculture
can supplement each other. Employment opportunities
would give small farmers more options, such as part-time
farming or taking full-time off-farm employment. Fanners
May have improved access to farm inputs, including sup-
plies, services, creak, and labor, as well as to improved
marketing services. These factors would help many farm-
ers adjust to the changing progressive economy. On the
other hand, some of the social discipline involved in mm.
munity development, particularly in environmental pro
tection, will present a challenge to a dispersed agriculture
and might prove better adaptable to a concentrated agri-
culture. a

Political Power and Its Use
Public policy is the product of political activity by the

many groups in our society with political influence. Be-
cause of conflicting goals among interest groups, public
policy decislon.making almost invariably requires com-
promise. Use of political power by farmers and other
concerned groups determines which public policies affect-
ing agriculture are selected and how programs are ad-
ministered. Agriculture's political power structure evolved
over the years to support policies and programs that
facilitated the industrialization of agriculture and pro.
tected the economic interests of commercial farmers.
Until recently, agriculturil policy and programs have
emphasized and rewarded efficient production with little
concern for the "people left behind" or for those who
migrated to urban areas.
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The Political Power Structure of Agriculture
Agriculture's political establishment include.; farmers

and their general and commodity organizations, agricul-
ture committees of the Congress, the U.S. Department of
Agriculture and its related organizations, land-grant col-,
leges and universities, and agribusiness -input supplier',
marketing firms, and bankers. These diverse groups do
not agree on all agricultural policy issues. For example,
input suppliers and marketing Arms tend to favor high.

production while farmers accept restrictions on
_production for better prices and incomes. However,

alliances and coalitions are formed to work toward com-
mon policy goals.

Major federal farm programs resulting from agricul-
ture's political activity are research and education, soil
and-water conservation and development, credit, ;lel

_electrification, market regulation, and programs for farm
homemakers and rural youth. Benefits from these pro-
grams have accrued mainly to commercial farmers as
would be exPeEted from the composition of agriculture's
political power base. These programs help make it pos-
sible for consumerslo enjoy an abundint supply of nu-
tritious, relatiVely low-cost food. Young people, raised
and- educated by rural families are a subsidy-in-reverse
to urban areas exceeding in value the cost of all federal
farm programs since their inception.

Other programs administered by the USDA, such as
foodstamp programs, meat inspection and grading, regu-
lation of pesticide and hormone residues in food, and
maintenance of the national forests primarily benefit non:,
farm people. Although farm leaders may protest that the
cost of these programs is regarded erroneously by many
people as benefits to farmer*, programs mainly for farm-
ers gain more political support when consumer programs
are usually included in the tarns legislation package,
Agriculture's political power might be weakened seriously
by transfer of these consumer programs to other federal
agencies or by a government reorganization that would

-remove certain functions from the USDA.

.Sources of Power
Agriculture will retain considerable political strength

from its traditional sources in future agricultural policy
development, brit the old power structure will not be able

- to function as it did in the put. The economic, social, and
political environment is constantly changing. Stability
will be as abnormal in the next 100 years as in the past
century. Some of the old attitudes, ideologies, and in1titu.
tions have outlived their usefulness. Agricultural leader.
ship needs to adjust to the political realities of the 1070's
or--sruffer further loss of support. Major obstacles to

4 3
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change are prejudice, indifference, ignorance, lack of
initiative, and fear of the unknown. 1

Political power in the United States is largely based on
people and property. Farmers have a relatively smaller
political power base as our economy ,growa Our popula-
tion is now more than 95 percent nonfarm and will be-
come even more concentrate a in large metropolitan areas
unless this trend is reversed by massive relocation and
dispersion efforts. Reapportionment of the Congress Ind
state legislatures according to the one man one vote
principle shifts political strength to cities and suburbs
after each population census. Rural domination of state
and local governments will soon be gone as it is already
at the national level. Few strategic positions in Congress
are presently held by respresentatives from predominantly
rural districts and few such &Solos remain. Executive
poyver his increased relative to that of Congress. At dines
the' Office of Management and Budget (formerly the
Bureau of the Budget) seems to have more influence on
farm program administration than does the Secretary
of Agriculture.

Commercialization of agriculture the end result of
individual farmers' decisions, application of technology,
and past public policies for agriculture assures an
abundant supply of low-cost food to American consumers
which is taken for granted. But most urban people agree
that farmers are entitled to fair returns for their lahs's'r,
managernerk and investment. Reports by Presidential
commissions, television documentaries, arscrmagazines
and newspapers have focused public attention on mal-
nutrition, rural poverty, and the plight of the migrant
farm worker. Critical publicity about the high percentage
of farm program payments made to larger commercial
farmers, however justified on other grounds, may divert
attention from the fact that programs based on commoili-
ties and land cannot also solve ptoblenu of malnutrition,
rural poverty, and declining small towns. High incomes
on commercial farms no longer assure prosperous rural
communities with even minimally adequate private and
public services.
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Chalking Policy Issues
The political, social, and economic climate is such that

urgent and reasonable public policy goals of other rural

people must be recognized even though such goals may
be inconsistent with those of commercial farmers and
agtibusinekr.

Commodity programs will continue *for several years
provided that farmers do not press for changes that sig-
nificantly increase government costs. Agricultural credit
programs will be modified and Improved to serve the
financial needs of modern agriculture better. Farmers will
be encouraged to bargain collectively for better terms in
buying and selling. Agricultural trade policy will empha.
size more aggressive efforts to maintain and expand corn-
mercial exports of farm products so that the U.S. may
no longer play the role of residual supplier to the world.

Policies and programa to imptoye the quality of rural
life will finally be separated from commercial farm policy.
Rural people will participate more fully in programs to
provide better housing, community facilities, health ser-
vices, education, employment opportunities, and a mini.

. mum family income. 'lire economic and social condition
of hired farm workers, especially migrant labor, will int.
prove because urban and labor representatives in Con.
gees have the political power to extend protection of
labor legislation to fans workers.

Other policy issues affecting fanned, but of even more
concern to all people, and already on the legislative,
executive, and judicial agenda of national, state, and
local govemrisents include food and nutrition programs,
soil and water conservation, control of air and water
pollution, protection of wildlife, and expanding demands
for reereational facilities and space for living.

Decisions made on these public policy issues through
our political process, along with private decisions, will
have much to do with "who will control U.S. agricul.
tare." The decentralized structure of political power can
be used by rural people to achieve their goals. Current
pressures and the fluid political situation provide the
opportunity to develop effective, responsible public poli-
cies for rural America with broadbased support. The
price of political support is political participation. Farm-
en and other people must become more actively involved
in polities if they are to gain enough political power as
krninOrity group to have any significant influence on
public policy,

414
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7. CONTROL OF AGRICULTURE IN PERSPECTIVE-
A SUMMARY

Jack Arnutrong,Pantner Coo !Positive Service, USDA
Carroll Bottum, Purdue University

This kid chapter loriap 'used.* the highlights of previous chapters. The
authors mopkadoe that maim potent policies are margandally clusagml, die forms
sow in NOM is agriculture welt austiouse. They pilot wt again that a arse au-
eentratesi agriculture wild anima Its fanners' engem for IDIOM security and las
risk but would alga essolliet with their wishes fee peoprietary inieposulessoo. ?lacy
choices .t4 remain opal that would assist Is witairstaisiog sew Ilieperska of farm
prooluetiou ii time areas where slisperion still calms. Fares operators, limpet sup
pikes, mad marketing agencies that favor truilitimml dispersed agriculture *sole
Wow their efurts osi mitiatainiag aid eueouragiag such politim.

MANY YAM OYYXATOCI. are fltptenlillff **resting COW
cern over the possible future direction of agricuI.

ture. Their concerns are primarily related to what might
be classed as (1) the rapidly increasing size of farms and
(2) the pressure for coordination of agricultural produc
riots by forces outside of farining.Naturally technological
developments.have influenced both these developments.
The authors of this publication have listed and described
how various factors haverinflUenced and are influencing
the production, procetsing, marketing, and distribution of
food and fiber.

Pressure for Increased Size
and Coordination

Farm operators would undoubtedly be concerned with
just the trend toward increased farin size even if there
were no pressures for increased coordination from outside
agriculture. Similarly, they would be concerned with the
pressure for increased coordination of production with
other steps in the food chain even if there were no in.
creases in farm size, However, producers'are fated with
a combination of these two developments.

To sort out all the factors and their direct impact on
either increasing farm,sirre or increased pressure for co.
ordination is probably impossible. However an attempt
should be made to separate those factors that have
contributed primarily to farm sire and those that have

4 contributed to pressure for total production.marketing
coordination.
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COntributions to Increased Farm Size
While the labor force per farm has remained men.

tially the same, productivity per worker has increased
substantially. This itts come about through the um.*
Niger machines, higheryiekling crop varieties, and in.
creased efficiencies in animal psoduction, All there dew].
opmenta have permitted the farm operator with sufficient
management capability to obtain scam in adequate eapi
MI and information to continually increase the sine and
scope of his operation, As a result of the combinsaion Of
(Eton, productivity per worker in agriculture has in.
creased 200 percent since 19541 This has often *stoned
at the expense of the imalkr farm *version who, without
sufficient capital and management capacity, have found
offfarrn opportunities tome desirable than remaining on
their farme

Production- Marketing Coordination
The willingness of sane prochicers to become part of

an integrated productionpeocetaing.toorketing *Mem has
also contributed to increased farm size in producing some
commodities. The dominance of large.scale units in or.
tain commodities and the trend toward increased farm
size * discussed in Chapter 1. While concentration of
pmductiOn on large unit** not uniform by typettf farm
or by area, the trend toward large-male units is evident
almost universally, More than half the farms in Cali.
fern*, Arizona, and Florida have when of ;100,000 or
more. Mort than three.fourths of vegetables, potatoes,

53
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and sugar beets are produced on a few thousand tams.
Poultry productiOn and cattle feeding are other enter-
pines with recent 'trends toward largeacale units coo
trolling or producing a hie) percentage of the total
output.

A Dispersed or Concentrated Agriculture
X further idea of what he occurring in agritulture may

be expressed by moving from a dispersed to is mere con.
ensnared agriculture. This it a movement from a 'hue.
11011. with a large number of relatively wall proprietary
units to A situation where decision rests in relatively few
hands. Dispersion and concentration in agriculture may
take several forme For rumple, a concentrated agri.
culture leaves little room for the proprietary owner.

; op;rated farm, Any kind of concentrated agriculture has
different implications for producers, for firms supplying
inputs, toe iiMUI marketing products, and for consumers
than dot a dispersed agriculture,

The authors in Chapter 2 list tie reasons why the trade.
tional dispersed orglinintion of agriculture is threatened,
Them are:

The increasing technical complexity of fanning,
Persistent premiss for volunle production.

The scarcity of land, coupled with growing reeds
for land for purposes other than taming,

The effect of tax laws and rules making it relatively
may for nonfarm investors to outbid tanners for land.

The minority position of tanners.
The prairie pit upon farmers to become a subaidi.

my unit in larger Winos organizations, themselves often .
built upon merclundising strategy.

As agricUlture moves increasingly towa rd a more con.
centrated structure, the specific interests of %arida groups
become more clearly defined. For, example, there are now
specific chasm of hired farm laborers, tenant operators,
marketers, and input suppliers to serve the specific needs
of agricultural production mitt

The public, which both consumes farm products and
finances farm programs, seems concerned with two major
isms. These are (1) a desire for wholesome, intuitions,
safe food at relatively low cost and (2) a cotkern for
long -term goals such as conservation of land, and a re.
med. for farmers' aviations for both acceptable income
and proprietary statue. In many arils conflicts arise be,
twern thaw who want to maintain more dispersed pro.
duction and those who favor greater concentration,

input in Agriaturol Production
and Af erksting

Accessibility so land is basic to the production of most
agricultural commodities. Boric U3, lend development
and 'settlement pokier; and programa have been and are
instrumental in getting lend We a km, Manlier of small
holdings as apposed to large individually owned track,
This, in essence, gave rise to a dispelled agriculture,
While dispersion continues to be a bowie national policy,
recent developments in the formation of corporations and
changes in income taxlaws seem to thwart this policy:

however, this basic polity has probably tended to keep
farm use down with the exception of some large outside
intmeninn, both private and corporate, Large areas of
undeveloped agricultural land are so longer available
and the past and present ownership patterns make it
difficblt to assemble large tracts of land for extensive
agricultural operations, In the future, knit competition

. for land suitable for agricultural production will probably
continue.

Acmes so research and new knowledge is important to
the maintenance of a dispersed agricukure, Limiting the
availability of research to only a few provides with
a decided competitive advantage,

The bash for a smoothly 'functioning dispersed agri
culture is accurate and timely direininarion of price
information for products and input. In a concentrated
agriculture, market knowledge tends to become more lim,
ited and the advantage of accurate and complete market
knowledge rests with huger, more strongly financed opera.
tions that can gather and develop their own product
market grades and prices. ?sr policy 111111 been for st
publicly supported market news and information service
to inform buyers and sellers of market conditiou and
prices. The more concentrated agriculture becomes, the
more difficult it is to collect and supply this information.

Capital is an important and necessary input to sari.
culture, Access to capital by all sue units is important to
maintaining a dispersed agriculture, Making available
credit or capital to only larger-riaed units would be a
distinct advantage to them, llowever, the presently wide
range of mailable credit sources toll she unite generally
makes adequate capital available throughout agriculture

In the dispertnItype agriculture, which we have
had in the past, producers have been encouraged by van.
ow means, legislative and other, to organize for group
action, These activities have resulted in the formation of
banks, purchasing coops, marketing 'mope, bargaining
aesociations, and service cooperatives. This policy will

4i6
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probably. continue unabated as 'long as agriculture re
mains dispersed, However, a decided movement toward
a mooch, more coecentrated Agriculture would probably
mutt in many of these organizations corning under in.
creased regulation or supervision.

This movement toward a oncentrated agriculture re.
talk in hired labor becoming an. increasingly important
factor. Such items as minimum wages, employee safety,
labormanagement relations, and work disruptions all
become factors that must be comidered, Increased labor
cost, tend to reduce some of the possible advantages of
a concentrated agriculture because hired farm !hive is
of lets importance AI a factor in a dispersed agriculture;

Taxes and capital Acquisition'
Numerous other policies have an influence on the

movement of agriculture ,toward a dispersed or more
concentrated type, of structural arrangement Income tax
policies, the handling of capital pine and investment
credit, the attractiveness of agriculture to outside capital,
the effect of tax programs for farm expansion, and land
reclismatkp or improvement all have their effect, In &dill.
Lion, policies that tend to reduce risks from price,fluctua.

s tionsatcome maintenance, crop Insurance, government
program payment limitations, small -farm benefit& paw
timccontrol programs, and oltrann employment oppor-
tunities have some bearing on the movement towed a
more dispersed or more concentrated agriculture, 'I
factors and their possible consequences and influences Are
discussed in Chapter 6.

Access to Markets
Agriculture is becoming influenced and pressured by

a marketoriented system. For many commodities, it is
necessary to have prearranged hues to markets for prod.
ucts before they are produced. As long Al agriculture was
basically dispersed, having access to markets was of lade
consequence because there were always buyers for the
output of the many mall produeticin units, This type of
production system gave rise too widely dispersed market.
Mg system accessible to all pea:Neer& Large central MAP
lett also developed as in the CAM of livestock, fruits and
vegetables, and grain' which were tinily serviced in terms
of regulating practices, in collection and dissemination of
information, and in assuring acres to all producers,

As agriculture becomes more concentrated and as farm
units become larger,i and as agribusiness firms become
more specific and alsertive in their market requirements,

C4ier 1: Armstroot and lair -.53

accessibility to market, becomes increasingly impopant.
Two options that farmers have relative to marketing In
the future-are discussed in asipter 5. These are (1) to
preserve access at individuals in an mien market system
or (2) to seek protected market access through group
actions.

It is noted that if (rumen are to protect their future
as individuals, they must (1) prevent vertical integration,
(2) keep corporetione !refill/ming, (3) maintain openly

'Competitive markets; and (4) avoid disruptions by labor
disputes. In 'addition, fanners must avail themselves of
sufficient market intelligence hi a form that *erne their
need and markets mutt be open, fair, sind needier-4mill*
tory by sire of producer and provide for rufficierat policing
to maintain competitiventet and provide a means of
settling dispute& It

The second alternative this. lumen may pursue to
maintain access to markets ill by (imp actions in either
of two ways, These are (1) vertical integration through
cooperatives or (2) horiaontal bargaining associations.
In essence, the overall strategy here is for farmers kttuni
to group action Is a replacement for the open market.
Producers would, through various arrangements, relin.
quids their individual rights to arrange for sale to cooper-
ashes or bargain through bargaining association& In a
concentrated agriculture where the cooperative or bar-
gaining association became the producer's only accent to
market there would Feasibly be Kane type of government
regulation with respect to pricing practices and Rolkiet.

Producers may want to explore various other theme,
tire methods of marketing and pricing that incorporate
elements of both open and cooperative marketing and
pricing totems, These might include surly modification*
as a market for longterm production contracts; a Mar-
luting board, orran suction4ymcentralired exchange,

Security or Independence?
The movement from a dispersed to a more conten

tutted agriculture would getkrtlly conform to fanners'
desires for more security and less risk. On the other hand,
such an agriculture would conflict with their wishes for
a prop rietory independence. Fanners who are adverse to
group actions Would not wekome the rewire they would
eventually feel from bargining associations or union, This
premium would ternith (ruiners' (hulked principle that
given equal opportunity and a fair, honest market system,
they can tam their reward, A concentrated agriculture
would almost certainly induce eie quality of opportunity
further'.
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pot: Amu. ton! anti 'locum

Unless present .polkies are sutitantiallis altered, very
few logical lemonr can be advanced to pudict that the
form now it motion in agriculture troll subside in Oa
MOO Juliet In fact, sane scientists' believe that new
technology in fanning will be adopted at an even faster
rate inIhe next two decades, Most of these new deyelop.
menu, Ike aunto in the past, will require increased size,
more capital, and more sophisticated management.

At all of theta farce: converge. it gcomet 111011 dig!
cull for an inelicodual to become Mob:aid and compete
tuccepfully in CCI!111fi.41 firming Some family:owned
partnerships and corporations ands, number of sole pro.
prietorshipa will be 'Able to control the resources needed
to organize an efficiiot farm business operation for some- '
time to come. !Towner, the probkms of settling estates
where large amounts Of capital and high estate taxes are

invoked and the inability of some families to work to,
gether in oohing the intergerierriOn transfer of lam units
will gradually work to the advantage of larger-scale, kso
family-oriented, entrepreneurial control of agricultural
output, `The forces imposed from the processing, market.
lug, and distribution section will also further this trend,
particularly for those farm commodities that are impor,
tantrompclieriu of an integrated food roductiommar.
het - service system,

In the final analysis, the public at large also has an
interest in who will contr.,/ U.S. agriculture. 'Ilse public
interest may focus more on philosophic and social valves
rather than on KOISOMit ones because abundant produc.
lion of food products is likely under either a dispersed
lie concentrated system.

4'x'8
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'' FOREWORD'

'

Efficiency and competitiVe ste of the family farm has been a live-
ly topic for more than A decade. Advocates fear the family farm cannot
continue to compete against large-scale farms with their high degree of
mechanization and apparent use of advanced technology. It generally haa
been assumed that family farms have higher costs per. unit of output- -bush-
el, bale, ton--than lsrge-pcale farms. To test that hypothesis was the
purpose of the study, that resulted in "Economies of Size in Farming ",
AER-107. 5 years ago.

In the report, Dr.-Madden had pulled together and summarized the re-
search results of.many independent studies that directly or indirectly
had dealt. with the economies of size in farming. Madden's selected list
of references, included 138 items, and I am sure he used many additional
manuscripts that had not yet been published.- His central conclusion was
that full-scale, fully mechanized one -man or two-man Farms achi e most
of the economies due to size of operation. Their costs per unit of out-
put are equal to or lower than those of much larger farming °per tions.

While the data- -the numbers- -are now a bit out-of-date, the basic
relationships and the conclusions reached in the original manuscript are
still valid. The filIdings and conclusions have not been invalidated by -

more recent studies such as AER-216 "Midwestern Corn Farms: Economic
Ilk

Status and the Potential for Large an! Family-Sized Units".-in fact, the
two publicatiOns are complementary. Moreover, no other research report
has come along to take the place of AER-107, which is still the etandard
reference on the subject. We continually refer the public to it. The
report is in great, demand.

It's for these reasons that AEA-107 "Economies of Size in,Farming"
is being republished at this time. e

.

4.h4

Warren R. Bailey, Deputy Director
Farm Production Economics Division
Economic Research, Service .
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HIGHLIGHTS

Seleeted.studies'of the economies of size in crop production, specialized beeffeedIrts, and dairy farms were reviewed. The theoretical basis for analyzing econ-
omies of size was discussed, and several alternative analytical procedures wereexamined.

The analytical procedure that provides the most reliable results in studying
economies of size in farming is the synthetic-firm or economic-engineering approach.
When the farm organization includes relatively few choices, Ulla 'type of analysis may
be done through manual budgeting. But when more complex farming operations are
analyzed; linear programming is helpful. Choice of a residual claimant (the factors
that Os* profit) strongly influences the height and shape of the average coat curtie.
For example, as more factors are included in the residual claimant, total cost is re-
dUced, thus lowering average cost.

A modified concept of the farm firm--viewing the farm as a goods-and-services
firm--provides a realistic basis for explaining the persistence of a relatively large.numlier of small farms and part-time farms. This concept also helps to account for
the rising importance of custom-hired farm operations.

A number of studits of crop-farmi/g Situations in various States were reviewed.In most of these situations, all of the economies of size could be achieved by modern
and fully mechanized 1-man or 2-man farms.

Three studies showed 1-man farms were capable of achieving average coats as
low as any larger size. In the production of cling peaches in California, average cost
was found to be a minimum as orchard size reached 00 to 110 acres -- basically a 1-man
operation--when mechanized practices were tiara. The utmost efficiency was attained
by a highly mechanized 440-acre irrigated cotton farm in Texas and a 1,600-acre wheat -summer falloW farm in Oregon.

.

4

Studies of Iowa crop farms and crop-livestock farms in the 1-man and 2-man
size range were reviewed. When full ownership of all machinery was assumed, 2-manfarina were Mind to be bake efficient than 1-man farms. But when the hiring of timely
and reliable custom service was considered fow certain field operations, the averagecost per unit of output for the smaller farms was reduced considerably, Under this
assumption, the 1-man farms wore nearly as efficient as 2-man farms.

In a study of vegetable farms 'in the Imperial Valley of California, farms ofless than 090 acres were found to be nearly as efficient as larger sizes. Among field-
crop farms in this area, economics of size were found to occur up 'to about 1, 500 to
2, 000 acres. Custom hiring was found to be very advantageous to smaller farms inthis area.

Three other California studies reviewed gave similar results. Cash-crop
farms in Yolo County achieved lewest average unit cost at a farm size of 600.to 800
acres, producing sUgarbeets, tomatoes, milo, barley, alfalfa, and safflower. In
Kern County, farms producing cotton, alfalfa, milo, and barley achieved their low-est average cost at about 640 acres. Cotton farms in the light-soils area of Fresno
County were found to be most efficient at about 1,400 acres, while farms in the heavy-soils area of the county achieved their greatest efficiency at 700 acres.

ii



3471

Even though most of the studies show thatall the, economies of size may be
attained by moderate sized farms, they also show that total profit nYky frequently be
increased by extending beyond the most efficient size. However, uncertainty and
management problems often become troublesome as farms become very large. This
may discourage farm enlargement in many 'cases.

In specialized beef feeding businesses, the studies reviewed fqund that nearly
all the economies of size are attainable in an intermediate size range of 1,500- to
5,.000-head capacity. Beyond this size range, the average cost curve continues to
decline slightly, but the savings per head are relatively unimportant--in the range of
$1 to $2 per head fed. Slight reductions in the price of feeder cattle or feed have a
much greater influence on the overall cost and profit of the feeding operation/Also,
the rather small technical economies ot..size attainable beyond the intermedrate size
range are readily erased if the facilities are not utilized at full capacity throughout
the year.

Management problems do not seem to become prohibitively difficult as feedlot
size increases. A relatively small geographic area is involved, and the labor func-
tions are quite routine and repetitive throughout the year. Thus, supervision of sev-
eral hired men is not burdensome. Coordination also seems to be fairly easy for a
wide range of feedlot sizes, because the biological and mechanical processes involve
relatively little uncertainty. The empirical findings examined in this report suggest
that beef feedlots will continue to exist in a wide variety of sizes, with a continued
decline in the number and relative importance Of small feedlot operations.

Studies of dairy farms in various parti of the country showed that 1-man and
2-man dairies can achieve highly efficient operation if they have control 'of sufficient
capital and utilize the modern milking and housing technologies. Very. little evidence
is currently available regarding the efficiency of larger liairies;-over loo head. How-
ever, the results of one study suggest that management problems become troublesome
at about 150 head. For instance, it is difficult to feed each cow according to her pro-
duction as herd size and the number of hired men increase. Also, the operator of a
large dairy does not have time to "shop ;wound" and obtain the lowest possible feed
prices.

4
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4- "".ECONOMIES OF SIZE IN FARMING

Theory, AnaV ittical Procedures, an: Review of Selected tudies

p

By

I., Patrick Madden, Agricultural Economist
,arm Production Economics Division

INTRODUCTION

Since World War IT, the Dumber of farms in the United States has decreased
substantially. Those remaining are getting larger, more specialised, and more
highly capitalized. This is largely the result of a shift from small, self - sufficient
farms to highly commercial farms. The direction and speed of these trends raise
questions of public policy: Where are we headed? Are these trends necessary for
efficient production? Are the reoulting gains in,efficiency offset by leas tangible,
but important, losses to society? Should the (rends be encouraged or discouraged--
or should we follow the doctrir.* of laissez hare%

This report is concerned with one aspect of these questioni.;.the relationship
between farm size and efficiency of production. Farmers, farm. leaders, Govern-
mint officials, businesses serving agriculture, and others continue to raise quell,-
tione related to the economies of farm Size. flow large must a firm be to achieve
the most efficient operation? Are larger farms always more efficient than small
and intermediate-size farms?' Are sizeiefficiency relationships of major or minor
economic consequence? Many studies of the economies of size have been made, deal-
ing with a wide variety of coMmOdities and locations: The present report is an attempt
to provide a conceptual framework within which to assitAilate some of these independent
studies into a unified body of information.

Considerable misunderstanding has centered around divergent definitions of the
terms "size" and "Scale." The term erode used many places in the literature when
proportions of resources are held consent, as in Eulerds thentem (105).1/ However,
there appears to be almost universalagreement among economists that in real life
firms do not expend all resources and Woducts in exactly equal proportions as the
level of the di'm's activity is increased An increase in just the same proportions
would probably be due to accident rather than to overt design of the entrepreneur.
Thus, virtually every empirical study examining the relationship between average .
cost and level of production alloy/xi for changes in the proportions of factors and prod-
ucts, whether the analysis is done under the name ."economies of scale" or "economies
of site." The term "economies of size," as used in this report, means reductions in
total cost per unit of production resulting from changes in the quantity of resources
.ernployed by the firm or in the firm's output.

1/ 'Underscored numbers in parentheses refer to Selected References, p.72.



The cost curves resulting from the many studies on the subject vary from one
studY to another. Most studies show 'that the ultimate in efficiency is attained by
1-man or 2-man farms; others show larger farms to be most efficient; Some of these
differences are "real" variations in the size-efficiency relationships of the farms
studied. Real variations may occur because of differences`in (a) factors associated .

with the type of farming analyzed, (b) factors associated with the location of the farm-
ing arek, such as climate, :soil type, prices, wage rates, and yields, and (c) factors
influenced by thatdate of the analysis; such as technologies considered, seeder price
changes, and 0 vernmentlDrice-support and supply-control programs,

bnfortun tely, not all of the variation among study results is "real." Much of .
the variation is ethodologicalcaused by,differences in assumptiohs and procedures
It is .often difficult for the reader to discarti how much of the difference between the

- p shapes of the cost, curves derived in separate studies is due to real differences in site-
ef iciency relationships»and how much is methodological. A primary purpose of this

port is to clarify the ,concepts -underlying the procedures and assumptions used in
economies -of -size studes. This in turn will aid in interpretation of published studies,
imd.guide the design of future-studies.'

.
The reader who is primarily interested in learning the general size-efficiency

'relationships' for various types of arming may prefer to sldp the theory and method
sectig* of this repo'it, and proceed directly to flie discussion of the individual studies
on plke 34. However. researchers and others interested in the ?recise interpre-
tations and the procedures underlying the findittgs of these studies will find a careful
examination of the theory and methods sections to be useful.

THEORETICAL BASIS FOR ECONOMIES OF SIZE - -A REFORMULATION

An economist relies heavily on economic theory and theoretical models in his
day-to-day dealings with real-world problems.. The more realistic these theories,
are; the better equipped the economist is to Work effectively with actual problems.
The heart ,A:d economic research is economic theory. But the coronary artery that
keeps this heart alive and useful is the feedback of imPrOverrients in the theory that
are generalized from research experience in the real world. Thus, theories are
made more realistic, and consequently more useful, as they are modified and broad--
enedto take account of observations and phenomena not preViously exPlained by the
existing body of economic theory (7,4, p. ,

, k

SeVeral modifications of the traditional economic theories are suggested here.
Since, theoretical treatments of production and cost curves abound in economic
literature, only a brief statement of the conventional. theory is given. 2/ Two sets
of interconnected concepts are reformulated to facilitate proper interpretation of
economies-of-size studies. these are the concepts of (a) longrun versus shortrun
,planning horizon's 'as related to fixed versus variable resources and costs, and (b)
resource divisibility. Other modifications of economic theory are suggested to
better take account of some apparent inconsistencies between existing theory and
the obsersed behavior of farms.

2/ An excellent treatment of the theory of production and cost is given by Walters (136).

His article, particularly the bibliography, is highly recommended to the student of econ-
omies of Size.

2
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Length of Run and Fixity of Resources and Costs

-9. Economies-of-size analysis is usuallx)couched in terms of longrun and shortrun
situations. 3t Shortrun economies are viewed as resulting. from fuller utilization of a
fixed plant,, longrun economies as resulting from efficienciei obtained by changing
plant size, presurnably involving a longer time period. This concept is, represented
graphically ib The shortrun average cost climes ssAc) assume one or more
'resources to be fixed-xavailable only in specified qUantitieb--in the short run. The
typical "IP 4sfiape of these shortrun average cost. Curves is explained as follows:
Average costa Per unit of output decline 'with an initial increase of output because
fixed costs are spread over more units; eventually; however, average costs level
off' and then rise as other resources must be added in increasing proportions to the
fiXed resources to reach greater levels of output; A separate shortrun,average cost
curve applies for each level of the fixed resources --that is, for each size of plant.

o

THEORETICAL ILLUSTRATION OF SHORTRUN
AVERAGE COST CURVES AND ENVELOPE CURVE

ti

SHORTRUN AVERAGE COST CURVES
SAC

SAC
LAC

SAC 4

P

ENVELOPE CURVE

0 Q

OUTPUT (DOLLARS OF GROSS INCOME)

AR-MR

Figure 1

3/ Orie of the best statements of the theory underlying cost curves is given by
Jacob Viner (135)
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The selection of any resource as fixed in the short run is usually an arbitrary
decition, based on observed practices of operators, the length of planning horizon
being examined, and the longevity of the resources involved. This decision has no
effect on the eventual shape of the longrun average cost curve. The longrun average
cost curve (LAC) assumes all resources are variable, including those designated as
fixed in the short run. A curve that is drawit tangent to shortrun curves approximates
the longrun economies-of-size curve for that segment of the industry represented by
the shortrun curves. This curve indicates the average total-cost of production that
would be experienced by firms of different sizes under assumed price relationships
and technologies.

The fbced versus variable classification of costs and the longrun versus short-
run classification of planning periods have no effect on the basic size-efficiency-re-
lationships represented by the envelope curve. However, several other important
economic principles related to equilibrium, size of firm and survival of thefirm owe
much to this dichotomy.

. -
Of first consideration is the principle that in the short run the firm will continue.

producing as long as revnue is great enough to cover variable costs, or conversely,
as long as average variable cost is less than or equal to average revenue (price).
Variable costs are the costs associated with the resources that are not fixed in the
short run. Fixed costs are associated with the existing plant, or thevesources that
are considered fixeciefn the short run.

Another familiar principle is that in the long run, the firm can remain in pro-
duction in its present form only if revenue is great enough to cover total coat (fixed
plus variable)--in other words, if average total cost is less than or equal to average
revenue.

A third important principle is that under conditions of atomistic competition,
prices will gravitate toward a level ,/3 uch.that all profits tend to be erased. Thus, the
return to each resource will tend' toward the level that provides exactly enotigh.return
to keep it from being drawn into alternative employment, but not enough to attract addi-
tional resources that would expand production. In equilibrium all firms would produce
a level of output corresponding to the low point on their average total cost curve (level
Q in figure 1). The theoretical average cost curve for a typical firm, as shown in
figure 1, assumes that all firms produce under identical conditions. The line at p,
lying tangent to the longrun average cost curve at point Q, is the average and niarginal
revenue schedule for a firm in perfect competition. 'Profit is zero at this point; firms
producing larger or smaller quantities would suffer a net loss.

These concepts seem very clear and simple, until we try to apply them to an
actual farming situation. When is the end of the longrun reached? Which resources
are included in the fixed plant, and conversely, which resources are variable? These
questions are complicated by the complex nature of farmiresources. Durable re-
sources have various life spans, ranging from 2 or 3 to 30 or 40 years or even longer.
The number of years that an individual farmer keeps a tractor or implement depends
on a series of considerations, Land is sonTeTiTnes considered a fixed resource, but
not always. The number of regular laborers is often viewed as one of the basic fac-
tors defining the size of a farm, but in some studies even this resource is considered
variable.

4
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'A similar lack of precfsion surrounds the longrun-shortrun dichotomy. The
long run implies a length of time sufficient to allow changes in the levels of all re-
sources employed by the firm. The short run is viewed as s. "short" period of time,
such as one production season-4i period so short that the firm does not havetitne to
change the amounts of the fixed resources

This time-oriented dichotomy is a somewhat inadequate concept for explaining'
. / ...

the behavior of farm firms. Because of the various lengths ofprie that the different
aliases of resources are held fixed in an actual firm, no single. short run' can be
exactly specified. Rather, the situation involves a large number of successively
longer lengths of run, as additional resources are allowed to vary in quantity, until
eventually all resources are variable and the truly longrun planning horizon is achieved.

Two facts furter' complicate this issue. First, the resources do not necessarily
becbme variable in any predetermined order. For example, land may be held constant
while machinery is varied, or vice versa. Second, both the length of run and, the
amount of time a certain subset of resources is held fixed are fictional time periods,
not identified by any amount of calendar time. In real life, new firms are created or
disappear every day. The levels of all the various resource* are continuously being
changed.. At an*point in time an entrepreneur could inject himself into the long run,
simply by considering the effects of changing the levels of all the resources employed
by his firth. As long as he. considers One 'or, more, of his resources to be fixed.in quan-
tity, he is operating or planning in one of the many shortrun situations. Thus, length
of run and fixity of resources are relative terms, rather than distinpt entities. Fur-
thermore, they depend entirely on the entrepreneur's frame of mind.

The moment a resource is committed to production it becomes fixed as far as
the day-to-day management decisions are concerned. It becomes'essentially a free
resource that will be substituted asfar as possible for resources that have not yet
been committed to prdduction. For example, the firm will tend to delegate as much
work as possible to. regular hired men or unpaid family workers; rather than hire
additional laborers. As long as the farmer considers these regular laborers as a
permanent part of his -btisiness, their wages become in effect part of the overhead.

In resource substitution language, the price of committed resources is zero.
Thus, the shortrun economicioptimum calls for increasing the employment of these
resources as long as this will increase output; that is, to the point of zero marginal
value product of the conunitted resources, and zero marginal rate of substitution for
noncommitted resources that still have an effective nonzero price. But as soon as
the entrepreneur considers varying the quantity of one of these resources, its price
becomes relevant again. If an increase in this resource is considereclothen the cur-
rent purchase price becomes relevant. If either a decrease in the level of this re-
source or a shift in its use is anticipated, then.the current salvage value or oppor-
tunity cost becomes relevant.

Now let us relate these concepts to the interpretation of economies-of-size
studies. When average variable costs are presented, the reader should inquire as
to which resources are considered as variable and whic.14, ones as fixed. Let us de-
note the variable resources as subset V, and the fixed resources as subset F. With
these categories in mind, the reader can then proceed to interpret the empirical re-
sults of a cost analysis. The firm will tend to continue operating as long as it receives

5
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enough revenue to at least cover the cost of .11 the variable resources. As the planning
horizon is lengthened, the entrepreneur considers variation of additional resources.
These resources are conceptually shifted from the fixed to the variable subset, and
revenue must be correspondingly larger if the Armin to remain in production for this
length of planning horizon. In the longest possible ruti.,* all the firm' resources are
in the variable subset (V), and the fixed subset (F) becomes empty.4/ Therefore, in
the long run, revenue must be equal to or greater than total cost--including the direct
cash cost of operating expense items, and the opportunity cost or reservation price of
all other resources, including entrepreneurial capacity. In other words, average total
cost must be less than or equal to average revenue if the firm is to remain in produc-
tion indefinitely in.its present form.

Resource Divisibility and Economies of Size

In addition to, and independently.of, being considered as either fixed or variable,
resources may be classified as either divisible or discrete. As the name implies,
discrete resources are available to the firm only in minted quantities (whole numbers)
of specific size units. The discrete unit may be a single item, such as a boiler, or an
increment of a certain size, such as a quarter section of land. Divisible resources are
available in measured qUantities, in contrast to counted quantities. These include such
things as electricity, fuel, and custom-hired service..

The distinction between discrete and divisible resources is no always-clear, nor
is it the same in all areas. For example, local customs and pragfides in one area may

' dictate that land be sold in 40-aare or 160-acre increments as a discrete eiource; in
another area it may be sold in irregular-sized plots as a divisible reidurce.

. -
Chamberlin points out that nondivisible resources may sometimes become avail-

able to a firm in divisible quantities (22). This can occur when the firm obtains the
undivided use of the discrete resource unit for a fraction of the production period.
For example, a hay baler may be owned and operated jointly by two or more farmers.
Likewise, an accountant may be hired on a part-time basis. Custom hiring and leas-
ing are also possible in some cases, as a means of making, an otherwise discrete re-
source available on a divisible basis.

Divisible resources are usually fully utilized. Some may be obtained in the
exact amount needed, as in the case of electricity, water, and custom-hired services.
In the case of other divisible resources--gasoline or fertilizer, for instance--leftover
quantities may be stored for future use, or returned to the dealer for credit. On the
other hand, discrete resources are often underutilized, even by well-organized firms.
For'example, a tractor of a certain size may be underutilized with 640 acres but may
not be able to handle 800 acres, while local practices may dictate that land is available
only in increments of 160 acres, Many such initances exist in which the discrete re-
sources do not "come,out even," because they have different capacities.

4/ Lengthening the planning horizon does not necessarily imply an extension of time,
a. indicated earlier.. The long run could occur in a single day.

6
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In general, the smaller the incremental unit of a discrete resource relative to
the total quantity used by the firm, the closer the firm can come to achieving full
utilization of that resource and any other discrete resources with which it is jointly
used. In the above example, suppose now thatlandis availablein 40-acre incrernente
instead of 160, and that the tractor would be fully utilized with 695 acres. The firm
could move from 640 to 680 acres; and thus achieve a fuller utilization of the tractor.

If all resources or resource services were available in divisible quantities,
then any underutilized resource could be replaced by a slightly smaller and (presum-
ably) slightly cheaperresource; and full utilization of all resources could be
achieved. 5 /

This whole lnatter of full utilization of a resource should now be placed in the
broader contester the firm's actual behavior. Full utilization is a partial means of
reducing average_dost of production, Is the cost of the resource is spread over more
units of output.ciwever, Ain utilization of one discrete resource may not be com-
patible with fulbittiliiatiodot.oertain others. Furthermore, reducing average cost
of production is only a partial means of increasing profit,- and, after all, profit is
the motive force of the firm. Thus, a firm would not necessarily move from 640
to 680 acres to achieve full utilization-of a resource. Considerations other than full
utilization might be more important. For example, total profit might be highei. with
640 acres than with 680. Or perhaps some other resource such as the operator's
labor or capital might be limited. Also, the operator might decide to allow a little
excess machine capacity as a safeguard against losses due to untimeliness of opera-
tions resulting from unfavorable weather.

Problems of Uncertainty and Coordination

Most studies of the economies of farm size have shown that as farm size in-
creases, average cost either (a) decreases, or (b) remains about the same, or
(c) on very large farms, increases slightly but still is below average revenue, even
for the largest farms observed. This implies that profit increases steadily as farm
size increases, and that the largest farms are the most profttable. It would be ex-
pected, then, that farms would tend steadily toward the largest sizes, and that the
size distribution of farms would be shifting accordingly. This does not seem to be
so, however. In many areas and for many types of farming, the most rapid increase
in number of farms is in the intermediate size classes, consisting chiefly of farms
that can be operated by'one or at most only a few full-time men, using modern tech-
nology and adequate capital. The number of very large farms seems to be increas-
ing only radually and, In some cases, to be decreasing.

61,
4

5/ This seemingly utopian situation--perfectly divisible resources--is approximated
wifen all resource services may be hired on a custom or contract basis, as in the
Imperial Valley of California (20). --
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This is consistent with broad changes in 11, S. agriculture generally. After
detailed analysts of a special tabulation of census data, Nikolitch has identified
three postwar trends: 106

a

First, the very small units account for Imo:. of the net decrease in
number of farms. Second, farm production, land and other resources
are concentrated not in a smaller number of large farming organizations,
but in a rapidly expanding number of adequate fermi. Finally, the nuin-
ber of farms and farm production are increasing more rapidly among
adequate family farms than among the larger-than-family farms (94).6/

How can these trends be reconciled with the empirical findings indicating huge
profit possibilities for very urge firms? The approach used here is to refine the
concepts underlying the traditional theory to allow for the treatment of uncertainty
and difficulty of coordination as factors limiting indefinite expansion of farm size.

Definitions of Supervision, Coordination, and Entrepreneurship

Management is traditionally defined to include two components: Supervision
and coordination (70). Entrepreneurship (uncertainty-bearing or risk- taking) is often
considered as different from management because it is the unique function of the
entrepreneur.

Entrepreneurship is an essential element in any firm. It is a specialized and
personal attribute that cannot be bought on the market. Because men are unequal in
entrepreneurial ability, the production function will vary from one person to another
(136, p. 4). Entrepreneurship involves making major decisions such as hiring super-
visors and plant managers, and making broad judgments regarding total resource
usc, choice of enterprises, technology employed, and disposition of products (104).
Furthermore, it involves bearing the responsibility for the outcome of these decisions
in terms of the financial success or failure of the firm. The farm operator usually
serves three functions--labor, management (including coordination), and entrepre-
heurship. Additional supervision and coordination may be provided by hired managers,
foremen, or boards of directors (22), but only the operator, the owner of the enter-
prise, can perform the entrepreneurial function.

Supervision broverseeing day-to-day operations of the firm, seeing that each
task is performed correctly. Coordination involves determining the kinds' of con-
tracts to be entered into, seeing to it that the necessary resources are avallablkfor
timely completion of individual tasks, and carrying out adjustments in response to

6/ "Adequate family farm" is defined as a farm business with suffidient "resources
and productivity to yield enough farm income to fleet expenses for (a) family living;
(b) farm expenses, including depreciation, maintenance of the livestock herd, equip-
ment, land and buildings, and interest on borrowed capital; (c) enough capital growth
for new farm investments required to keep in step with technological advance and
rising levels of living."

8
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uncertainty and changing conditions. The essential feature of coordination is that
every decision must be made in the context of all the other decisions already made
or likely to bi made. This gives rise to the unitary character of coordination--all,
interrelated information must pass through a single brain. Boards of directors may
be the coordinators, but each member is obliged to keep all the data concerning inter-.
dependent aspects of the firm's operation in his mind. Machines and computers can
make coordination more efficient in some cases, but the loss of reality due to the:
coding and decoding of information sometimes leads to errors in judgment. Devices
such as 2-way radios and elosed-circult television also increase the individual's effec-',
tiveness and eapatity for coordination. But with a given state of technology, the quan
tity of resources other than coordination that can be advantageously addedIvill be
limited by manageMentfs degree of ability to coordinate the firm's activities

Coordination and Supervision Problems Unique to Farm Pirrni

The firm's activities can be thought of as integrating and aggregatinimany
different stages of production. 7/ Conceptually, a,stage consists of all the'prod'uetive
services, both durable and nondurable, that cooperate in a single major operation or ,
group of closely related minor opeTatiOns. The delineation of I stage will Vary from
one situation to another,' depending on the importance of the operations involved "and
the way they fit into the time sequence of the production process. « .

' .

One crucial difference between factory production and farm produttion is the
relationship between stages. In a typical factory operation, the object being pro-
duced flows through.a series of stages, all of which can proceed simultaneously at
spatially separate points. In farm production, the Stages typically are separated by
waiting periods, but occur in the same areas. For example, many stages occur on
an acre of corn -- plowing, planting, eultivating, harvestingbut the stages are sep-
arated by waiting periods because the biological processes involved take time to
complete. 8/

This difference has important effects on the labor and management requirements
of the, two types of firma. Coordination of factory production poses unique problems
not faced by most farms, because a large number of different stages are continuously
being.performed by many different persons at different places in the plant. Interper-
. sonal communication and supervision problems' tend to be more serious as the number
of employees increases. In farming, the stages are spread out over a long period of
time, so that relatisely few operations must be coordinated, and only a few people
employed, at any given time.

An excellent formulation of this concept is given by French, Siurunet, and
Bressler (40).

8/ The author is indebted to John M. Brewster for pointing out this important
distinction. For amore thorough discussion of this concept, see Brewsterf paper,
The Machine Process in Agriculture and Industry (15).

U
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On The other hand, ilia farm manager's task is complicated by (1) the relatively
large dispersion of worker. in most types of farming, and (2) the necessity for regu-
lar farm laborer' to shift repeatedly from one kind of work to another throughout the
production season. These features lead to a considerably greater supervisory input
per man in farming than in factory operations, where most workers perform essen-
tially the sine tasks throughdtskthe production cycle.

Uncertainty and Coordination Problems as Faetori Limiting Farm Size

Farm enlargement is frequently limited by uncertainty and tie difficulty of
:coordinating larger farm*. As the farming operation becomes larger and more
complex, the number of unpredictable situations requiring unique decisions be-
come' burdensome, because the coordinator must relate each decision to all the
other decisions that have been made or are going to be made. At this point, the
amount of other resources that can be profitably added is limited by the ability of
management to coordinate a larger operation. In cases where coordination is a.
limiting resource, the marginal value.product of additibnal resources becomes
less than their marginal coot. Consequently, the presence of a profit margin does
not necessarily imply that additicinal resources will be drawn into production.
Similarly, 'in cases where the high degree of uncertainty leads farm operators to
place a high reservation price on,their coordination and entrepreneurial abilitiei,
the profit potential is net sufficient to attract new firms into production, or to in-
duce existing firms to greatly expand their operation:.

According to Knight, coordination is essentially'a dynamic function--reacting
to changes in the pecuniary and technical situation that occur under conditions of
uncertainty (74). Thus, the need for coordination is a. feature of uncertainty and
disequilibrium, rather than of perfectly competitive static equilibrium. InMarshalli
stationary state, no coordination would be needed. Management would be reduced to
supervision. However, Kaldor points out that in the actual world the size of an in-
dividual firm may remain more or less limited because the inherent profit-maxi-
mizing.tendency of the firm to expand will be continuously defeated by spontaneous
changes in the pecuniary and technical situation (70).

'licks is in general agreement with Kaldor on this point. lie eontends'that we
can perceive forces that might lead to a determinate size of firm even if changes in
the quantity of the coordination factor were allowed. Under conditions of uncertainty,
one of,the obstacles to attainment of very large firm size is tho 1,ncreasing difficulty
of management and control as the firin gets larger (62, p. 200).

This phenomenon could be viewed as a decreasing marginal productivity of the
coordination factor, requiring the very large firm to make a greater than propor-
tional increase in coordination as the levels of the other resources are increased to
achieve higher levels of output. This would tend to Three the average total cost curve
to turn upward at some very large size of firm.

Hicks cites risk as another item in the list of phenomena that might inhibit the
indefinite expansion of a fjrm. The effect of 4nereasetrrisk may be represented as a
downward shift in the discounted average revenue curve for very large levels of out-
put. The marginal revenue function would fall even more rapidly, and would eventu-
ally intellect the marginal cost curve. Beyond this point, discounted profits-would
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decline with greater output. This point of intersection could occur even within the
range. of constant average coat, where the marginal and average coat curves coincide.
Thus, 'Nicks concludesdhat in cases where risk increases with level of output, size
of firm may be, limited (62).

r

In this discussion, Dicks considered only the revenue-decreasing' aspects of
risk, ignoring the fact that sometimes 'tisk also increases cost. For example, a
sudden outbreakof a contagious disease may force a beef feedlot operator to incur
an additional operating cost for medicine and veterinary service. Timely detection
and treatment might be more difficult for large operations. Other examples are the
use of frost-inhibiting devices and the hiring of custom harvesting to "beat the weather."
In some instances, the cost-increasing effqct of risk may be more serious as size of .farm increases. In such cases, the downward-sloping discounted average revenue
curve would be intersected (at an even smaller siie of firm than Hicks indicated) by
an upward-sloping "adjusted" marginal cost curve. In other instances, as Whitin andPoston have pointed out, the larger volume of resources available to bigger firma pro-
vides an advantage in meeting contingencies (138). For example, consid the volume
of spare parts that a. repair firm must hold in inventory to achieve a giveirProbability
of never running out of any specific item. As the size of the firm increases, the re-
quired volume of spare parts increases by a smaller proportion than the increase in
the amount of repair work done. Avother case in which larger firma might have an
advantage in meeting-tisk is in providing backupanachines to be used in case of break-
down or mechanical failure of one of the regular machines. It.is reasonable to be-
lieve that the proportion of backup machines needed to provide a given probability of
always being able to avoid breakdovin delays would decrease as the size of firm and
total number of machines increased. Cooper points out that this would be particularly
important in operations such as harvesting truck crops, where untimeliness would
cause considerable loss (27).

Despite these possible exceptions; most elements of uncertainty make coordi-
nation increasingly difficult as size of .farm increases and lead eventually to a maxi-
mum feasible size of farm, for the reasons summarized below.

Management. becomes more difficult as the complexity and uncertainty of theoperations increase. Complexity is a function of the number of interdependent data
the operator must simultaneously perceive, understand, and relate to the overall
operation. Thrbe aspects of farming greatly increase the difficulty of management:Lack of uniformity amont resources, saatial dispersion of the operations, and unpre-
dictable behavior of resources, environment, and the market.

(1) Uniformity of resources has an important bearing on both the coordination
and supervision aspects of management. For example, a large fain with several
different soil types is more difficult to manage than a similar size and kind of farm
with highly uniform soil. Where the soils aril extremelyvariable, some parts of the
farm require more frequent irrigation or more thorough tillage than other parte.
The operator often finds it easier to do the work himself than to be continuously ad-
vising a hired man who is less familiar with the soil characteristics, and, therefore,
the way the different parts of a field must be irrigated or tilled. A uniform dairy
herd is easier to manage and is more amenable to operation by hired men than a
herd of diverse composition, where each cow must be handled in a special way known
only to an experienced dairyman. A beef feedlot is easier to manage if the cattle are
uniform in age, sex, appearance, and rate of gain because it requires fewer feeding
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'ens,' fewer 4Pecial ration's, and less time and effort in separating the cattle for
marketing. Difficulties associated with lack of uniformity of resources usually re-
quire .especial attention from the manager who must coordinate the operation. Some
opertitori prefer to keep the.size of their farms down to the acreage they can handle
with little or no hired Help,. These farmers can expand their operations only by ac-
quiring larger and higher capacity machines that allow them to coverrInore acreage,
or by reducing the variability of their resources--for example, leiielitig and drain-
ing land or pUrchasing more uniform land requiring less coordinigethi.

-(2): Spatial dispersion, or distance, is another factor affietipcinanagement.
When operations are going on simultaneously in widely separateSpares.ohh0 farm,
superviiimris hampered by the need for frequent and prolonged travel hack and forth*
to keep Areast of Changing condition:. Coordination is -airs° hampered by a lack of
knowledge of what is happening in different place". Thns, communication problems
and erep`rs in reporting become important as sizT of operation increases, although
they:are less Serious in iniensive types of farming that occupya relatively small area,
such is poultry and beef feedlots.

(3) Lack of predictability also causes management difficulty. For example,
in areas where market conditions are erratic or the weather is highly unpredictable,
management problems are compounded. 'Unreliable laborers also add to manage.-
anent problems, inereasIng the amount of time management must devote to check-
ing out and following up the tasks assigned to them. The 'lime holds true for the
other resource ervWesi,the farther hires.. If experienced and competent family or
hired foremen are eiruilible, or if a highly reputable and experienced service firm
is hired to perform certain farm operations (spraying, fertilizing, harvesting, for
example), then the, farmers coordination task becomes less complicated as part of
the supervision is 'delegated to the family member or hired agent. Emergence of
specialized service firms eases the farm-management burden, and opens up possi-
bilities of farm expansion that would otherwise be impossible because of management
problems.,during peak workloads.

Conditions That Foster Farm Enlargement

Despite the hindicaps of and impediments to farm enlargement discussed above,
in some areas and types of farming there has been a merged tendency toward larger
farms. Considerable research must be done before we will understand all the pre-
conditions and situations that tend to either favor or inhibit a widespread enlarge-
ment of farms. The following ten tive generalizations may suggest additional areas
of inquiry into the catunal rely ships underlying some of the important structural
changes related to farm size.

To'the extent that coordination is a limiting factor in the expansion of farm
size, farms will tend to expand as management technologic* become available and
allow the operator to coordinate larger units. Improved roads, fast pickups, heli-
copters, and airplanes facilitate faster movement of management personnel. By
reducing the need for movement of managenient personnel, telephones, two-way
radios, and closed-circuit television allow".management to keep up with develop-
ments in the firm, to Make decisions., and to s.,ee that they are carried out properly.
Physical arrangements can also reduce coordiriation problems. For example, a
specializetabeef feedlot occupies relatively little area. For this reason, it is easier
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for the manager to coordinate the activities of several men er_c_i handle thousands
1fro.

of
cattle in a feedlot than on a beef cattle ranch that is spread out over several thousand
acres. Availability of a large supply of experienced and reliable farm labor, ate of
timely and reliable custom services to replace work otherwise doneby farm labor,
can reduce the need for supervision and simplify coordination.

More rapid farm enlargement should be expected in areas and types of farming
where resources and production conditions are homogeneous, amt put less of a strain
on coordination. Far example, in areas wheresctil are homogeneous and production
conditions are relatively predictable, coordination of larger finals is less complex
thantin areas where extreme variations in soil'and weather necessitate frequent mana-
gerial reaction to unanticipated conditions. Likewise, When irrigation becomes avail-
able in a semiarid region, yield uncertainty is reduced because farmers no Yonger

I need to rely an unpredictable rainfall.

It is widay recognized that Government price-support programs have faCilitated
enlargement of farms producing price-supported commodities and cloSely related prod-
ucts. When price uncertainty is eliminated, farmers feel more confident of their debt-
repayment ability. They are more likely to apply for, and creditors are more likely
to give, the credit necessoiry to acquire the machines, land, and other resources nec-
essary for farm expansion. Similarly; Yield uncertainty is reduced as irrigation be-.
comes available, its new disease-resistant varieties are developed, or as rapid me-
chanical harvesters are developed to roeplace att unsure seasonal labor force. As these
devices or technologies become available and widespread, farmers tend to 1.'charge"
a lower reservation price for the entrepreneurial service of bearing the uncertainty
inherent in operating a larger farm. This lower reservation price will inevitably
lead a greater number of entrepreneurs into larger farm sizes, and shift timsupply
curve to the right. Hence, the balance between profit potential on one hand and the
opportunity cost and reservation price of additional resources on the other Mond is
tipped in favor of farm enlargement.

The Residual Claimant and Pratt

Total cost and profit are complementary terms, in thathey always add up to
gross income or revenue. However, neither term has any preciseilateaning without '
a complete specification of the residual claimant--the set of resources that absorbs
the profit. Total cost is the sum of the direct cash costs plus the opportunity cent
or reservation price (whichever is higher) of any resources excluded from the resid-
dual chdmant.0/ Pus, as more resources are excluded from the residual elodmant,
total cost increases and the residual profit becomes correspondin 1 er. How-
ever, in the long run, profit must be at least large enough to compensate e factors

9/ Conceptually, opportunity cost is the highest rettoth a resource can earn in any/
alternative employment currently available. In accounting, opportunity cost is usu-
ally approximated by the market rate of return, such as going wage rates for opera-
tor and family labor, foreman salary for management, and the market rate of interest
on capital investment. Some resources do not have any effective opportunity cost,
in the sense that the going rate of return is less than adequate to retain the resource
in WI& In these cases; the reservation price becomes relevant, ,as the lower limit
of resource returns below which the resource will simply retire from use. The
reservation price usually becomes the cost that applies to entrepreneurship.
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in the residual dab-mint, or these resources will seek alternative employment or
% retire from use. Under conditions of uncertainty, profit must be sufficient to corn-

ate the entrepreneur for bearing the uncertainty of the firm's financial outcome.
entrepreneurship (uncertainty bearing or risk-taking) is an essential element

It residual claimant. .

Alternative Profit Concepts

Many alternative profit concepts are employed in empirical studies. Each of
these concepts depends on a different (and usually implicit) definition of the residua
claimant. Below, several of the most widely used profit concepts are described in
common accounting and farm management terms.

Net cash income is gross income minus cis costs. This quantity indicates
the cash remaining from the busbies' after paym nt of all cash expenses for the,
year. Unless this figure is posifive, the operat r will be forced to draw on savings
or outside sources for funds tnrcontinue in business, even during a single season.

Not farm income is net cash income minus depreciation. This is approximately
equal to taxable farm income as.defined by the Internal Revenue Service. As long as
this quantity is positive, the operator can remain solvent indefinitely. He can re-
place his equipment, pay all cash costs, and have cash left over. However, the re-
maining amount of cash may be go low that returns, to the operator's labor, manage-
ment, entrepreneurship, and capital are below market rates. If this happens year
after year, the operator will often. find some way to earn a higher return for his re-
sources, such as reorganizing the farm or even liquidating and reinvesting.

erator management ineomeV/ or simply operator income, is net
farm income minus interest on investment. This quantity represente what is left
for the operator's personal services -- labor, manageMent, 'and entrepreneurship --
after paying for all the other resources at market rates. If the operator has full
equity in his land and eqhipment, then the interest on investment is not a cash cost,
but rather an opportunity cost refleking what the capital would earn if invested else-
where at prevailigg rates of return. If the operator owned less than 100 percent of
his resources and therefore paid cash interest costs, both hie net casinthme and
his net farm income would be lowered by the amount of the interest charged. Opera-
tor income would remain unchinged.

Further distillation of "profit" may be achieved by pricing parts of the operitor's
personal resource contribution, tints fIrther reducing the dements included in the resid-
ual claimant. 1;'or example, Narator management incorne(ork. more precisely,
tor mane englent and entrweneurship income) is operator income. minus an opportunity
cost charged for the operator's labor. This amount is It return to the operator for his
services of coordinating and supervising, and for bearing the uncertainty of the business.

10/ This term, as used in the literature, implicitly includes entrepreneurship, and
could be stated more exactly as operator labor, management, and entrepreneurstip
income.
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Finally, entrepreneurial inedme is defined as operator management income
minus the opportunity cost for'the operator's managemint (supervision and coordi-
nation).11/ This value is a return to the operator for his entrepreneurial function,
uncertainty-bearing. Thus, it is a "pure profit, " as defined by Professor Knight (74).
In businesses involving some degree of uncertainty, this quantity must be positive for
the firm hi continue operating indefinitely. All resources arc paid for at their oppor-
tunity cost, including the operator's labor and his management services of supervision
and coordination, which could'conceivably beoupplied by hired persons. The only re-
Maining element of the operator's service is his entrepreneurial function of bearing
the uncertainty of the business venture.

ci
Proper interpretation of a profit or cost statistic depends on how the residual

c ant ilerftned: Conversely, what is included in the residual claimant depends
on the purpose of the analysis and how the analyst intends to interpret his. cost and
profit data. If the reader is to fully underttand and reconstructOe accounting data,
he must,lpiow what resources are included in the residual claimant, and how each of
the othevx resources was priced. For example, table 1 shows five kinds of net income
in a wa9 that allows the reader to choose his preference, and this list of possible
uproar concepts is by no means complete.

Cost:revenue ratios are also shown in table 1, assuming four alternative resid-
ual olaimants, so as to demonstrate two important principles. First, as additional re-
sources are included in the residual claimant, the cost:revenue ratios become smaller.
Second, one-man farms appear to haverlower average costs in relation to larger farms
when the residual claimant includes all the operator's personal services (labor, man-
agement, and risk-bearing) than when labor is excludect. These principles provide a
clearer understanding of the cost:revenue ratios or average costa in the various studies

-discussed later in this report.

This demorlstration of the extreme diversity of assumptions serves to illustrate
an important source of misunderstanding and erroneous interpretation of cost analysis
studies. An example of a study showing a net loss for all firms analyzed will clarify
the meanings and interpretations of the various profit concepts. This was a study of
Arizona cattle ranches (83). The principal source of data was a 1961 survey of 34
ranches throughout the southwestern portion of the state. Grazing land in.this area
typically has a very low carrying capacity, and each ranch has,vast expanses of
rangeland, with only a handful of cattle gleaning their existence from each square
mile. A typical ranch was budgeted for each size class based on the sample data.
All the resources were valued at current market rates or opportunity costs, includ-
ing $5,000 per man-year for fatly labor, G percent interest on investment capital,
and 6 percent interyt on operating capital.

Average cost per hundred' eight of beet produced declined sharply as ranch
size was increased. For exam le, a 5,300-acre ranch Carrying a herd of 100 animal
units had an average total cost er hundredweight of $54.64, compared with $28.39

11/ The salary of a hived farm manager or foreman is sometimes used as an
approximation of this opportunity cost.
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. Table 1. -- Alternative net incomeformulations and cott:revente ratio.
Calculated for optimal organization: of farms ataelected points-
on en envelope curve j ,,

.-

Item nit ! Optimal farm organization

Resouram:
A. Regular labor (including

operator) : n- year : 3 5.
b. Tractor and equipment, 6-row.: er : 1 3 4
C. F and (90.9 percent crop- : .

.

d) Acre . 440 1,120 1,720
d. rigation wells Number . 4 10 . 15

e, easonol htred_labor.------- -year: .4 .9 1.4.
f. Investment (average value)---:Dollar : 294,347 748,087 1,147,086

Enterprise levels:
: ,,I,

.

:Acre : 140 356 547
i: g:Ensorghtm. : do. : 121 306 470
I. Soybeans : do, 109 279. 428

. .

Costa:
m. Operator management coat 1/..:Dollar : 2,974 7,634 11,732
n. Operator labor cost : do. : 2,5691 1,541 0
p.-Intereat on investment - . - .. - .: do. : 14,717 34,404 57,354
q. Intereat on operating : . ).

capital - do. 336 876 1,347
r. Depreciation : do, 4,449 11,370 17,307

Cash costs: .

Seasonal hired labor : do. 714 1,817 2,791
Hired regular labor : do. : 0 5,138 10,276
Other cash coats - -r : do. : 19,300 50,091 78,003

s. Total cash costs : do. : 20,014 57,046 91,070
t. Total cost do.. : 42,085 108,237 167,078

-..
.

Income:. 1 .

u. Gross income : do.'' : 59,481 152,684 234,647
v. Net cash income - u s : do. 39,467 95,638 143,577
w. Net farm income = v r : do. : 35,018 84,268 .126,270
x. Operator labor and manage- :

merit income =w-p-q : do. : 19,965 45,988 67,569
y. Operator management income = : , : ,

x n do. : 17,396 44,447 67,569
z. Entrepreneurial income

y - m : do. : 14,422 36,813 55,837
. .

Cost:revenue ratio when residual :

claimant is-- ;
P.Operator risk-bearing 1 - z/t-: --- .758 .759 .762

Operator management and risk- :

bearing . 1, y/11 :'- - .708 .709 .712

(labor, management, and risk. :

Operator's personal services : eibearing)- 1 x/u : .664 .699 .712
Operator's personal services
and capital - 1 - w/u : - ,- .411 .448 .462

1/ Assuming the opportunity cost or reservation price of operator
management is 5 percent of gripes income.

%source: (J22)
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for a ranch budgeted with about 43, 000 acres of rangeland, carrying 800 animal units.
Beyond this size only slight economies were attained. As ranch size increased to
90, 000 acres of range with 1, 680 animal units, average cost per hundredweight of
beef produced declined only 55 cents, to $27.84. °

These costs are well above the longrun projected beef prices for the area, and
imply that the net return is not sufficient to meet the cash operating costs and depre-
ciation, plug the opportunity cost of capital (interest on the investment) and the oppor-
tenity cost of the operatorlsIabor and management. However, these opportunity cost
items account for more than half of total cost. All of the composite ranches budgeted
in the study were found to be capable of earning a positive net farm income, meeting
.all cash operating costs, and depreciation, but not capable of meeting the opportunity
cost on capital and the operator's personal services. A rancher having full equity
in his operation could continue operating indefinitely; even though his resources
failed to receive their opportunity Cost. However, in 4 longrun planning situation
such as that facing a prospective or new rancher or the heirs of a deceased rancher,
it seems unlikely that the resources would be invested in an Arizona cattle ranch
unless all oppOrtunity costs were met.12/

This line of reasoning is generally Valid for cases involving stable or constant
land prices. However, when land prices are generally rising, farmers and prospec-
tive investors may be encouraged to invest in farming even though current net income
is not sufficient to meet the opportunity cost of all resources. Over a long period
capital gains can be an important source of increase in net worth, particularly in
view of the fact that realized capital gains are taxed at lower rates than income from
the farming operation. Throughout all of the studies examined in the present report,
land values are assumed to remain constant, thereby ignoring the possibility of capi-
tal gains. The transition from this assumed situation to real life be easily made
by applying the appropriate rates of capital appreciation.

Frequent Misinterpretations of Farm COst and Profit Data

Most studies of economies of size show average total cost to be less than
aveffige revenue on the farms studied, leaving apront which is sometimes rather
large, particularly among very big farms. . This leads to the idea that these very
big farms are enjoying an exorbitant profit. The traditional formulation of the
theory of the firm sometimes leads to concern' over the existence of profit, for
two reasons., First is the belief that if our competitive system is really'function-
ing, entry of new firms or expanded production by existing firms will surely force
output up and prices down. Second is the belief that as the price is forced down
tow and the equilibrium level (tangent to the low point of the average. total cost
curve), all smaller firms will be forced to either expand qr drop out of production.
This prospect is particularly distressing, to those concerned about the future of the
"small family farm."

12/ This would require either a more favorable set of resource costs and beef
prices, or more efficient technologies than those currently used on the typical
Southwest Arizona cattleranch.
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Another reason for concern is that when the results of several independent
economies of size studies analyzing a given type of farniing in different areas are
compared, it appears that some areas are considerably more efficienethan others.
This may lead to the Conclusion that the are exhibiting relathhely higher, cost
curves will give way to the more efficient producing areas, These c are
frequently the result of erroneous interpretations of farm cost and rofit data, as
discussed below.

The contention That the :existence of a profit margin will always attract. ew
resources is a misinterpretation of the-key concepts of profit, total cost, and resid-
ual claimant. Total cost, as calculated in economies of size studies, includes a re-
turn to all resources excluded from the residual claimant. S ce profit is the re-
turn to the residual claimant, and the residual claimant usuall includes operator
management and entrepreneurship, profit includes a return to the operator for super-
vising and coordinating the operation and for bearing the risk and uncertainty of the
firm's financial outcome. Under perfect competition, equilibrium of the firm re-
quires that the average revenue (marginal revenue) curve is tangent to the minimum
point of the envelope curve (average total coat curve). Each resource is paid just
enough to keep it from being drawn into other uses, but not enough,to attract addi-
tional resources into production.

One vital assumption of perfect competition is that perfect knowledge prevails- -
no uncertainty exists. This implies that the marginal value product of the uncertainty-
bearing factor is zero. .Hence, the firm does not need to earn a pure profit, or net
return to uncertainty-bearing or entrepreneurship. There is no pure profit at equilib-
rium under perfect competition, because there is no uncertainty. Firms will nituth,
Mize profit (at zero level) or minimize losses by gravitating toward the minimum
point on the envelope curve, at output level Q in figure 1.

Now, if we relax one of the assumptiontof the perfect competition model, and
recognize that uncertainty prevails, then we view firms as tending toward an eluisive
equilibrium that does involve a profit that is, a return to uncertainty-bearing or
entreprennsyship. Thus, average revenue will not necessarily be forced doWn to
the inininttein point on the longrun average cost curve. Firms in equilibrium 'would
maximize profits (at some positive level) by extending output beyond level Q. But
the presence of uncertainty leads real firms to hold production below the profit-
maximizing level.

Farms smaller than the size corresponding to the low point on the average cost
curve will not necessarily be forced out of production, as long as their profit poten-
tial is sufficient to overcome the opportunity cortAnd reservation price of small-farm
operators. Opportunity cost is likely to remain ielatively low for a substantial number
of farmers who lack the skills, education, and mobility to be attracted into off-farm
employment. Farmers will probably continue to place lower reservation prices on
their management for 1- or 2 -man operations, and higher reservation prices for
larger operations that require supervision of several hired men and coordination of
a highly complex operation. Furthermore, farmers will probably also continue to
place a relatively lower reservation price on their entrepreneurial function in an Q

operation that can be operated profitably by one or a few full-time men, as compared
with very'large, complex farm businesses that have a high probability of failure.
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Another misinterpretation of farm cost analysis concerns interregional compe-
tition. Certain types of farming will not necessarily disappear from areas that seem
to have relatively high production cbsts, nor will production necessarily gravitate
intd other areas that seem to be capable of greater efficiency. For any commodity
or type, of farming, there are considerable differences in production costs between
areas. This variation is partly real, reflecting true differences in efficiency, and
partly methodological, resulting from differences in accounting procedures, defini-
tion of residual claimant, and other assumptions employed in the cost analysis. Even
when the methodological effects are sifted out, leaving only the real differences in pro-
duction cost, one is still not Justified in predicting unequivocally that the less efficient
areas will give way to the more efficient ones. Such conclusions are invalidated bythe
familiar principles of comparative advantage and by other concepts undebly41.8 nter-
regional spatial equilibrium analysis.

a.

. Another concept needing clarification is the relation between stabilizing forces,.
average cost, and supply functions. When uncertainty is reduced, the reservation
price farm operators charge for their entrepreneurial service is lowered. Conse-
quently, the real average cost and marginal cost are reduced. This has the effect
of shifting the supply curve to the right, so that a larger quantity will be produced
at a given price. This line of reasoning is essential to an accurate anticipation of
the production response that will result from a change in price-support policy. For
example, when a commodity is first brought under price support, one initial effect
is the elimination' of, dr great reduction of, price uncertainty. This in turn reduces
one of the resource costs, namely, the reservation price of the uncertainty-bearing
or entrepreneuria/ factor. The supply curve is thus shifted to the right by anamount
depending an the degree of price uncertainty existing prior to enactment of the price
support. Thu's, if price-support levels are established on the basis of the supply
function.as it existed earlier, then the output is likely to be much greater than antici,
pated, even taking into account technological change and rising yields.

Misinterpretations often result from failure to recognize entrepreneurship as
one of the factors of production. When the perfect-knowledge assumption is relaxed,
the conventional classification of resources as land, labor, and capital should be ex-
tended to include entrepreneurship (risk- taking or uncertainty-bearing). Imputing
residual returns to one of the usual factors.such.as labor or land or capital often
leads to some peculiar findings, because entrepreneurship is not recognized as a
permanent part of the residual claimant. An example taken from an analysis of
irrigated cotton farms in. the Texas High Plains will help to clarify this- concept (80).
Pr it is defined in that study as the return to the farm operator for the management
funs tions of coordination and superviat'on and for bearing the responsibility for a
pro it or loss from the farin's operation. In calculating total cost, each resource

riced at market rates on an annual cost basis, including an opportunity cost for
the operator's labor.

Total profits earned by various sizes alarms analyzed are presented graphi-
cally in figure , shortrun average cost curves are included to facilitate com-
parison of average ,,..ts and total profit's per farm. The total profit scale is indi-
cated on the right vertical axis, and the eerage cost scale (total cost per dollar
of output) is indicated on the left vertical When the two curves are considered
simultaneously, several facts become eyfdent. Average cost is almost constant over
a wide range, from $60, 000 to $238,411 of output, representing cotton farms of 440
acres to about 1, 800 acres. Throughout this range, the cost:revenue ratio (ratio of
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b
NET PROFIT CURVES COMPARED WITH AVERAGE COST CURVES
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total cost" to the income generated by incurring this cost) is less than 1.0. Therefore,
the total profit curve has a rather constant upward elope along this range of output.
The 1-rcm440-4Ore farm with 6-row machinery achieves an average total cost as
low as any of the larger farms. But the larger farms earn considerably higher profits,
totaling more than $67, 000 annually for a 5-man farm with more than 1,500 acres of
cropland:

These results were based on 1967 projected prices and advanced technologies
available at the time the analysis was done in 1962. Although profit potentials and
size-efficiency relationships for earlier periods are not available, the relationships
developed here probably apply in general to earlier years in that farming area. More
specifically, it seems likely that during the period 1954 to 1959 farms with more than
1,000 acres of cropland were more profitable than similar type farms of smaller size.

During this period, the number of farms with 1,000 or more acres of cropland
increased by 5 percent, while the number of farms with from 500 to 999 acres in-
creased by 10 percent. Why did this profit uotential not draw more firms into the
largest size class? Perhaps this question can be answered partly in terms of the
)pportunity cost and reservation price concepts. No one but the individual farmer
himself knows the opportunity cost or reservation price which he places on his labor,
management, and entrepreneurship. Following Xlaavelmo (49), one can see that a
possible reason w) 4y so few firms have, expanded to very large size is that the prom-
ise of a greater profit potential is somewhat offset by the uncertainty and the difficulty
of coordinating the operations of these large firma. In other words, the profitpotential
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may be less than, the sum of (a) the opportunity cost or reservation price farmers
place on their labor and on their task of supervising and coordinating the efforts
of several hired men, plus (b) the reservation price they place on their entrepre-
neUrial services.

The Farm Its a Goods-and-Services Firm

Now.we turn to the other end of the size continum, and examine ways in which
the changing form of the farm Anil has led to changes in the itructure of agriculture
in general, and partieularly in the nature of small fawns. The modifications of trail-
tkoni,d theory offered here should also provide a. framework for understanding size-

-efficiency relationships and for initiating research on the changing structure of U.S.
agilaulture.

4

The farm operator is usually envisioned as being engaged only in the prOduction
of goods, not of outside services, owning or otherwise controlling all the durable fac-
tors as fixed resources, and using these resources to provide services only for his
own farm. A more realistic concept views the farm firm as (a) a producer not only
of goods, but also of various services, such as custom work and off-farm jobs, and as
(b) having the possibility of hiring various resource services in the amounts needed,
as well as owning and operating durable resources.

This broader range of economic activities allow: the firm more possibilities
for achieving harmonious organization of its operations. For example, when a farm-
er custom hires all or part of an operation whose succeeding stages tend to overlap,
he can overcome pealcWorkloadi and can achieve greater harmony among the sequen-
tial stages. He can also obtain a larger output from each of the competing farm enter-
prises. Custom hiring allows the operator to expand an enterprise for which rtain
operations (such as harvesting of fresh vegetables) must be performed within rather
narrow time limits, or an enterprise whose requirements for labor and machinery
over the course of Ihe production period would conflict with other enterprises.

. Coordination is frequently the limiting resource that necessitates the hiring of
' custom services. If two or more simultaneous operations each require a consider--

able amount of cocirdinittion, the result may be higher cost or lower revenubecauie r.
of improper or untimely execution of the operation..

On the other hand, a farmer who own. (or otherwise controls) a large, high-
capacity, machine is often able to perforrci certain operations so rapidly that he and
his equipment are idle between sequential operations. This gives rise' to exoess
labor and machine capacity that can be gold to other farmers as custom service. A
part-time, off-farm job can be viewed in a similar light, as a means of selling unused
services of a fixed resource (in this case, the opiratordi labor) to another firm.

r#
Under this concept, the output, of a firm includes the income from custom work

done plus wages from off-farm jobs in addition to gross income from the sale of farm
product*. Custom services hired are included in th real or variable cost items.
A" farm viewed as a goods- and - services firm may ha At lower average total cost
than would the same farm viewed as a strictly goods-p using firm, since wages
and income from custom work raise the gross income.
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At one end of the goodsed-aervices spectrum are the farms whose sole source
of income is the sale of farm products. At the other end of the spectrum are the spe-
cialized custom service firms. In between are farms whose income from the sale of
farm products is supplemented by custom work or other service..

Emergence of Specialized Service Firms

Familiar example. of operations that are often performed by specialized custom
service firms are grain harvesting and application of pesticides and fertilizers Less
familiar examples are seedbed preparation for vegetable crops, fruit-tree pruning,
arid artificial insemination. In fact, many stages previously performed as part of the
farm operation emerged as processing or marketing functions when specialized firma
took over their performance. Consider, for ,example, grading and packing of fruits
and vegetables, transporting and slaughtering oflivestock, and the separating and
churning of cream. In some areas and.for certain types of farms, contract or cus-
tom service firms are available to perfogna virtually every task involved in growing
a crop, as is the cstse for vegetable farms in the Imperial Valley of California (20).
in other farming areas, relatively few production operations have been assumed by
such specialized service firms.

Custom operators and specialized service firms are often able to Offer their
services to farmers at cost-reducing rates. This is possible when thereare im-
portant economies of size in the operations, and when the service firm can operate
at or near full capacity. Under some circumstances, the farm operator can reduce
his variable costs by hiring custom work done, even when custom rates are higher
than the average variable cost at which he could perform the lame service. For ex-
ample, if the hiring of custom work relieves a bottleneck and allows expansion of
enterprises that compete for limiting resources during's-peak work period, and if
the resulting increase in revenue is more than the cost of the custom work, then the
firm's profit has been increased.. st.

In general, specialized firms tend to emerge whenever they can take over the
performance of a stage of production orf series of stages and can earn a profit by
doing so. Such a firm will succeed if it can perform a sufficiently large volume of
service at a price high enough to overcome the high fixed cost of the specialized ma-
chinery and equipment. A relatively steady flow' ofbusiness throughout the year is
necessary to attain this volume, Some firms achieve this steady flow by migrating
from one area to another to take advantage of differences in planting and harvesting
dates. Custom wheat harvesting firms, for example, move northward through the
Great Plains with the maturing date of wheat.

Rising Importance of Off-Farm Work

Viewing the farm as a goods-and-seArice firm also helps to explain the high
and rising importance of off-farm jobs and custom work as sources of farm family
income and profit. Farmers who employ increasingly productive machine technol«
ogles, but fail to make proportionate increases in the acreage they operate, often'
have unused labor available for sale to other firms in the form of hired labor, Or
they may be able to "sell" excess machine capacity by doing custom works Pooling
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the income from all three sourgifsIlle of farm products, custom work performed,
and off-farm work done for hire - -gives the grotto income for a goods-and-service
firm. The firmfs costs are also increased by such items as operating costs and use-
depreciation onthc machines used for custom work, and transportation and other costs
associated witlfthe operator's off-farm job. But whenever the increase in cost is less
than theincreasc in,gross income, the firm's total profit is increased. From the effi-
ciency point of view, whenever the increase in cost Is less than proportionate to the
increase in gross income, the firm's cost:revenue ratio or average total cost is
decreased.

Off-farm Jobs are an increasingly important source of income even among
operators of farms producing $10, 0011 or more worth of farm products annually.
During the 1950's, the proportion of flame farin operators who had off-farm jobs in-
'creased fr.= 21 to 27 percent. The number working off their farms more than
100 days a year increaseciffrom 7 to 10 percent. Both off-farm jobs and cum work
are important sources of net income to these farm operators; in 1939 they accounted

kr roughly $90 and $20, respectively, out of every $1, 000 of net income earned by
rm-operator families in this class (128).

Persistence of a Large Number of Small Farms

An important principle of niicroeconomlc theory underlying economica-of-size
analysis is that average total cost must not exceed average revenue if a firm is to
remain in production indefinitely. The usual conception of the small farm as a firm
engaged only in the production of goods necessarily gives rise to an average cost
curve with a steep downward slope, implying that small farms are inherently ineffi-
cient and therefore bound to disappear quite rapidly. The empirical studies presented
later in this report indicate that in the long run the break- even ,point for average colt
and average revenue per unit occurs well beyond $10, 000 of annual gross sales of
farm products. On the basis of conventional microeconomic theory, this would lead
one to expect farms producing less than $10, 000 of gross sales to disappear rapidly.
However, small farms have continued to exist in rather large numbers. During the
19501s, the number of commercial farms withless than $2, 500 of gross sales (rep-
resenting the main occupatiod and source of income to the operator) declined by 68
percent, leaving only 409, 000 such farms by 1959. However, the number of farms
with $2, 500 to $10, 000 of gross sales declined by only 20 percent, leaving 1.3 million
such farms by 1959 (03, table 15). The continued existence of nearly 1.8 million
commercial farms producing lesS than $10, 000 worth of gross sales seems to indicate
a lack of consistency between theory and observed fact,

The persistence of a large number small and part-time farms on the national
scene becomes easier to explain when the f rm is viewed as a goods- and - services
firm, thus allowing for the broader range of economic activities that farm operators
actually engage in. Empirical studies have shown that relatively small farms can
achieve the ultimate in economies of size when sufficient custom service is available
for timely performance of farming operations 420, 66). Furthermore, off-farm work.
is especially common among the operators of small farms. Among operators of farms
with $2, 500 to $9, 999 of gross farm income in 1959, one out of three did some off-farm
work during the year, and one-sixth worked off their farms more than 100 daps
(93. table 13).,
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METHODS OF ANALYZING ECONOMIES OF SIZE

A wide variety of analytical procedures has been employed in analyzing
economies of size. This variation comes in part from the diversity of purposes for
and situations in which these studies have been conducted. A slight difference in
focus or in the nature of the productiOn setting can greatly alter the appropriate pro-
cedures. Likewise, the analytical procedure will dictate the kinds of inferences that
can be properly drawn from a study. No single analytical procedure is best for all
economies-of-size studies. The optimal method depends on the specific situation in-
volved--the nature of the production processes being considered, and the kinds of
questions the study is supposed to answer. The purpose of this section is to discuss
and compare the techniques most often employed.

The widely used concept "returns to scale" should be mentioned briefly. Econ-
omists frequently fit a least-siares Cobb-Douglas production function to input-out-
put data and then examine the sum of the exponents (production elasticities). If this
sum equals 1.0, this is taken as proof of constant returns to scale. Decreasing,
constant, dr increasing returns to scale are indicated if the sum is less than, 'equal
to, or greater than unity, respectively. In the concept of constant- returns to scale
it is assumed that if all inputs are increased by a constant proportioh, k, then output
will be increased by the same proportion. By definition, returns to scale are de-
creasing if output increases by less than k and increasing if output increases by
more than k.

Herein lies the first weakness of the returns-to-scale concept: It applies only
to situations where all inputs are increased by the same proportion. Such situations
seldom occur in the real world. Furthermore, the returns-to-scale concept applies
only at the geometric means of the variablesthat is, for the "average" size of firm
observed. The sum of the elasticities gives no indication of the relative efficiency
of larger or smaller size of firms.

Another weakness is that the results are strongly influenced by several rather
arbitrary decisions regarding the number and form of the variables included in the
equation, the range of sizes represented by the basic data, and the algebraic form
of the equation fitted to the data. Thus, the results are not determinate in an
objective sense.

Perhaps the most serious weakness of this approach is its inability to accom-
odate discontinuities such as those. resulting from discrete increments of land. The
production functions used in this approach assume that the resources and products
are infinitely divisible QM p. 2). Considering all these limitations, the concept
of returns to scale is .considerably less useful than the concept of economies of size
of scale as used in this report.

The Survivorship Technique

A method presented by Stigler (122) and Saving (111, 112), called the survivor-
ship technique, has the advantage of being both simple and direct. It also has several
weaknesseS. This technique is predicated on the idea that competition among firms
will sift out the more efficient sizes. Size of fizr is measured in terms of the firmis
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capacity as a percentage of industry capacity. Firms are stratified op that both the
Number of firm. in each size clams and the percentage of the industry'. capacity rep-
resented by each size clam. may be tabulated. Tabulations are made for tWo or more
points in time. Size clasees that exhibit a declining proportion of the induotrylit capac-
ity through time are deemed to be inefficient. Conversely, an incregoing proportion
of the industry's capacity in a larger mize clams is taken as prima fade evidence of
efficiency and the attainment of economies of size.

Stigler,provides examples of this method from many industries. Him data for
the petroleum refining industry .how that in 1947 some 130 firm. were in the size
clas representing lees than one-tenth of 1 percent of the induotryl capacity. Data
for later years show that the number of firms in thi. smallest size class declined
sharply; the percentage of the induotryl total capacity found in this size elm de-
clined also. In contrast to thi trend, an increase in relative importance wa. ex-
hibited by the clams of slightly larger firms, each of which had from 0.50 percent
to 0.75 percent of the industry! capacity. All together, Wm size clams had 3.04
percent of the industry's total capacity in 1947, and 5.05 percent in 1954. The dace
of largest firm. (each having 10 to 15 percent of industry capacity) showed a slight
decline in percentage of total industry capacity from year to year, slipping from
11.85 to 11.06 to 10.72 percent in 1947, 1950, and 1954, respectively. Theme and .
other data are offered as evidence that very mall petroleum refining companies are
net a. efficient.as the larger onem, and that the very large firms are no more efficient
than middle-sized ones (122 p. 68).

This type of proof is not very informative or convincing, because it leave.
several pertinent question. unanswered. Fire, did those very small firms die-
appear because they were inefficient? It seems entirely possibln (although perhaps
not likely) that many of the very small firms disappeared from the ranks of the very
small size class by a proem of growth, expanding their operation, and being deed..
fted in a larger size claim in the succeeding periods. Furthermore, conceivably theme
small, growing firms were producing more efficiently (that is, at lower average total
coot) than any of the larger firms, and could even have experienced a decline in effi-
ciency (rise in average total coot) asineir size increased. This is possibility when
(a) the envelope curve reaches its aboolute minimum at a very mall size of firm, as
is' true for some types of farm., and (b) when the average revenue curve is not forced
down to the point of tangency with the envelope curve at the low point of the latter.
When the average revenue curve lies above the minimum point on the average coot
curve, firms can achieve a higher profit by extending output beyond that minimum
point, even though they experience higher average Iotal cost than the mailer firm.
operating at the low point of the average cost curve. Thus, it is possible that firms
could disappear from a small size class by shifting to larger and more profitable;
but not necessarily more efficient, operations. This possibility raises questions as
to the reliability of the survivorship technique as a mean. of pinpointing efficient
sizes of firm. Findings developed timing this technique would be more credible if
they could be shown to agree with the results of more refined analysis of representa7
five firms or synthetic fine. of various sizes.

The size-efficiency relationships may be masked by other factors. Declining
relative importance of a given size of firm might result from many factors other
than the inherent inefficiency of that size of operation. Location, acme to resources
and market., quality of management, productivity of labor, degree of utilization of
plant capacity, and physical design of the plant could all vary among the obeervedplants.
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Perhaps the Most serious weakness of the survivorship technique lies in its
measure of size: A firm's size is =mined by iti proportion of the industry's to
productive capacity. The measure Ilhigh ly elusive, particularly when the industry
capacity is changing. Furthermore, the results are,of little nieaning to planning en
trepreneurs who seek the technical specificatiOns of efficient and profitable plants.
The findings give nd hint as to Whether the more efficient size firms are composed
of a large number of small plants, or it few very large plants.

All these :veaknessel of the survivorship technique would be largely alleviated
if size of firm were measured in physical units, And if this technique were used in
conjunction with the more incisive typs of cost analysis discussed below. Standing
on its own, this technique has little to recommend it as a niethod of analyzing econo-
mies of size. The only inferences that ,one is justified in drawing from a survivor-
ship analysis are those regarding changes in the concentration productive capacity
in different size classes, where size of firm refers to the per entage of the industry's
capacity found in the individual firm.

t

Direct Anal sis of ctual Firm Rec d

Many researchers have attempted to determine eco mies of size directly from
a sample of actual firm records. This procedure has th advantage of being rather
quick and inexpensive if the farm records are readily av Liable. To some people,
the techniqueth direct connection with actual firms ma e the results seem more
reliable than the result' of synthetic firm analysis, in w ch hypothetical plimts are
constructed on the basis of economic and engineering data reflecting advanced or
better-than-average technologies. However, this direct accounting method has
rather severe shortcomings, as illustrated by the following example.

Records of nonfeed costs wore obtained from about half of the feedlots operating
in Arizona during 1057 (OI)'. In all, 04 feedlots were observed, representing 82.5
percent of all the cattle fed in the State that year. Average total cost per ton of feed
fed was calculated for each of the sample feedlots. Size of feeding operation was
Ineasured in tons of feed fed during the year.

The largest class of feedlots fed an average of about 16,500 head per year.
These large feedlots ere found to have less than one-third as much nonfeed cost
per ton of feed:fed as did the smallest feeding operations. However, this size-effi-
ciency relationship is confounded by two factors. First, other studies have shown
that-average cost declines sharply as percentage utilization of facilities is increased.
In this study, larger feedlots wore observed to be operating closer to full capacity
than were the smaller operations. Therefore, much of the difference in average
cost attributed to size of feedlot is actually the result offuller utilization of facilities.
Second, it is widely recognized that average cost varies with length of feeding period,
classes of feeders fed, and the types and quantities of feed used': The observed feed-

! loth varied widely in regard to all these factors.

Slightly different versions of this method have been applild in many other studies.
In each case, the findings have been subject to similar limitations. As a result of.
these weaknesses, this procedure provides very little useful information about the
effect of farm size per se on the average cost of production.
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Composite Firm Budgets From Actual Firm Records

In a slightly modified approach, composite firm budgets are developed from
actual farm records. The farm records are first separated into size classes. With-
in each size class a composite farm is developed using averages of the various re-
corded items (total acreage, investment, acres of each crop, yields, cash expenses,
etc.). Then the average cost per unit of output of the composite farm in each size
class is calculated, using assumed prices or observed averages. These results lire
then assumed to be "typical" of farms in the respectivie size classes. Comparison of
these typici. costs yields a size-efficiency relationship.

For example, Maier and Loftagard (81) analyzed the costs and practices of
potato producers in the Red River Valley of North Dakota. Data from 82 selected
growers were separated into three size groups (based on potato acreage) to facili-
tate comparisons of costs and practices as potato acreage per farm increased: The
average characterisitics, practices, and yields for each size group were Used to form
three composite farms to represent the three size gro . Fixed machine -costs were
allocated to the potato enterprise on the basis of the pe entage of annual use devoted
to that enterprise. Average cost was calculated as cost er hundredweight of potatoes.
Operator and family labor were charged at local wage ates, and operator management
was included in the residual claimant,

Farms in the largest size class, with 321 to 1,005 acres of potatoes, were found
to have lower average costs than the smaller farms (table 2). However, tbese differ-
ences in cost were attributable Ifot only to differences in size, but also to differences

Table 2.--Size-efficiency relationships for potato farms in North Dakota

: Small-
Item : Unit : size

group

: Medium-
: size
: group

: Large- p :
: Size
: group

All
grower s

Range in potato-acreage-:Acre : 95-160 161-320 321-1,005 95-1,0b5

Average potato acreage - -: do. 122 235 517 ,287

Total costs per acre,---;Dollar: 107.35 105.35 104.45 105.15

Average,1960 yields
per acre :Cwt. : 130 140 150 145

Total cost per hundred-
weight :Dollar: .83 .75 .70 .73

sourcg: @D.
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in practices. For example, larger farms used more fertilizer and made more fre-
quent chemical applications, and consequently achieved higher yields than the'smaller
farms. Although this EMS, is very informative and useful for many purposes, it pro-
vides no indication of the potential efficiency attainable by farms in different size
classes, in cases where all sizes use comparable technologies.

Studies of this kind differ considerably in the specific procedures and assump-
tions employed; however, they share several basic weaknesses. One is the possi-
bility of inaccurate cost data. Different firms employ a variety of cost accounting
Procedures. Particularly troublesome are differences in handling resource inven-
tories. In reporting purchases of certain inputs, a firm may not be accurately re-

4
porting the amounts actually used in production, because of changes] in carryover
inventory.

A more serious defect is that the composite farms do not accurately reflect
the actual average cost of farms in their respective size classes. The class inter-
vals are established subjectively so that the decision as to whether a specific farm
is averaged in with a smaller or larger group is a matter of judgment, andlhe class
averages are influenced by this judgment. Furthermore, as wider claili intervals
are used, the size-efficiency relationship is obscured. As narrower intervals 'ere
used, the number of farms in each interval is reduced, thereby making the results
more vulnerable to minor fluctuations among farms as well as to errors At observa-
tion. Another source of inaccuracy is that, since several characteristics of individ-
ualluts,are being averaged, the resulting coniposite firms have an aggregation
bias, making them inaccurate replicas of the group of firms they represent.

Another basic fault of this method is that the composite farms do not accurately
reflect the potential efficiency attainable by farms of various sizes. Many existing
farms are using outdated machines and buildings, and practices that are grossly in-
efficient by modern standards. Some farms are operating at less than full capacity,
or with inefficient combinations of enterprises. Averages calculated on the basis of
data from these farms are not good indicators of the efficiency that a planning firm
could expect to achieve with various sizes of operation.

Standardized or Adjusted Data From Actual Firms

Several techniques have been devised in an attempt to compensate for the
limitations of cost data obtained from actual firms. In some cases, the data from
actual firms can be adjusted to take account of such deficiencies as excess capacity
or underutilization of facilities, and differences in method of re forting cost rates
and prices in the' firm records. For example, Carter and Dean (20) included a de-
gree-of-utilization variable in their multiple regression model. Tide variable indi-
cates the percentage of available machine capacity that is actually utilized. In calcu-
lating points for a cost Curve, this utilizatiol variable is set at 100 percent, so that
each size of farm is evaluated on a somewhat comparable basis.

In another study, Dean and Carter (31) compared two alternative analytical
procedures--a regression analysis using adjusted data from actual farm observa-
tions, and a synthetic-firm budgeting analysis. Sample data for tlik1958 crop year
from producers of cling peaches were adjusted to eliminate the effeNs of differences
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in proportions of bearing and nonbearing peach tries.1111Also, the interest rater and
depreciation formulas used in the farm account& were standardized to conform with
the procedures used in the budgeting analysis. The main difference in the results of
the two analyses is that the regreAsion analysis of actual observations indicates
greater reductions in average total cost as size increases. In part, tis is probably
a result of the mathematical form of the cost function fitted (the Cobb-Douglas).
However, it also reflects the substantial overinveatment in (Or underutilized capacity
of) machinery evident on the small farina. In the synthesized-budget analysis, the
machinery investmentoon the small farms was fitted more exactly to requirements
than is often the care in practice. Therefore, it is apparent that the synthetic-firm
anaVsis provides a more hecurate comparison of the potential efficiency attainable
by each size of farm, when all sizes are efficiently organized without excess capacity.
The synthetic-firm analysis approach is now examined in detail.

The Economic -En ineerin¢ or Synthetic -Firm Approach

Synthetic-firm analysis is an appropriate technique when either of two research
questions is asked: (1) What is the average cost per unit of output or profit that firms
of various sizes could potentially achieve using modern or advanced technologies, or
(2) what are the differences in average cost per unit of output attributable strictly to
differences in size of firm, and not to differences in degree of plant underutilization,
use of obsolete technologies, or substandard management practices.

In the synthetic-firm approach, budgets are developed for hypothetical firms,
using the best available estimates of the technical coefficientsresource require-
ments and expected yields- -and charging market prices or opportunity costs for all
resources. Hypothetical firms are developed in much the` ame way that an archi-
tect or engineer bidding for a construction contract designs fi proposed factory or
bridge, and estimates the performance and cost of the finie4ed product.

When the planning firm has few alternative choices, the synthetic firms can be
constructed by using budgeting techniques. 13/ However, when a large number of
enterprises, or alternative technologies or levels of resources are considered,
manual budgeting becomes burdensome and time consuming. Use Of linear pro-
gramming can greatly simplify the computations, particularly if a computer is
used.14/ Witivt shift from manual budgeting to linear programming, each enter-
prise or firm activity budget is represented by a column in the linear programming
tableau.

Every study of economies of size may require a unique model to reflect the
peculiaritieS of the data involved. Several basic types of model have been employed.
For comparison with other types, a basic cost-minimization model is first presented
in detail. This model is designed for multiple-product firms allowing variable pro-
portions of resources and products.l5/ Specific plant sizes are recognized. short-
run economics are obtained through increasing utilization of a, given plant, up to its

19/ This method is widely used. See for example, Eiressler.(9). For a more recent
example, see Hunter and Madden (65).

14/ Conventional procedures are discussed by Heady and Candler (55).
15/ This model is discussed in detail with the°ald of an actual example by Davis

and Madden (20).
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- full capacity. Determining the longrun economies that are obtained as plant size ,

increases, with all resources variable, involves.comparirfg the efficieny of various
plant sizes. A specific plant is represented by a given level of the fixed resources.
Various degrees of -utilization for a given Plant may be represented by different levels
of gross income. Thus, it is possible to specify the plant size and level of gross in-
come in .a cost-minimizing linear progra.min.ing model and to compute the least-cost
combination of products and variable resources for that specific plant and level of
gross income. Then by calculating the cost:revenue ratio (total cost...16i divicted by
gross incor,ne), one point on the shortrun cost, curve is determined for the specific
plant size being considered. AdgitiOnal points on the shortrun cost,curve are deter-
mined by setting the level of gross income at :Various levels representing different
degrees of utilization of the plant, and computing additional linear programming
solutions. When a' shottrun average cost curve is plotted ler this specific plant
size, the level of gross income is shown on the horizontal axis and the cost: revenue
ratio on the vertical axis, as in figuee 1 (P. 3).

.
Shifting to the next shortrun curve, fixed rehources are set at new levels

defining tha/next plant to be--considered. Then successive linear programming
solutions are computed for each of'several levels of gross income, each repre-
senting a different degree of 'plant utilization,. This process is repeated until a
shortrun average cost curve 'is detdrmined for each plan_t size. Then the envelope
curve is plotted as the tangency of the shortrOn curves:

This model has been used for developing average cost curves in several
studies of economies of size. It can be described symbolically asfollows:
The predetermined data include the technicalinput-output coefficients (sip,
variable costs (d.,), average gross revenue.foi real activities (g1), and re-
source constraint levels (bi). The proltem is to determine the activity levels
:(x.3 ), such that

E aii xi f_ bi, and
j=1

n
E cj xj = minimum,

subject to the following constraints:

1. xi 0, for all j.

2. n
E

xjgj G, a specified level of gross income.
j=1

16/ Total cost is calculated for each programming solution as the sum of the costs ,)

incurred in the objective function plus the lump sum of costs pertaining to the plant
size being examined.
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3. bi = constant for the is representing certain fixed resources and

bi > 0 for other resources involved in "buying" activities,

4. Levels of the fixed resources are set at different quantities
representing the various plant sizes to be analyzed:

a. There are type*of-farming constraints on source of gross income,
assuring that at least a specified percentage of gross income is
produced by the main enterprise.

b, The current farm price support progranis can influence the area of
land available for certain crops, and Prices received for supported
commodities.

-

The programming analysis determines the least-cost method of producing
specified levels of gross income with certain size-determining fixed resources.
Therefore, it can be said that the optimizing criterion is minimum cosrper dollar
of gross income.17/

Selection of appropriate gross income levels for a given plant size is accom-,
plished largely by trial and error . However, a useful guide may be obtained using
the unrestricted profit-Maximizatior model described below, with the fixed resources
set at appropriate levels to represent the specific plant sizes for which coat curves
are to be derived.18/ This model employs the same coefficient (aii), average gross

. revenue (gi), and resource-levels (hi). In this case,--we 148.0 define rj as average net
revenue of the activities. Then the problem is to determine the activity levels xi
such, that

E p.ii xi and
j=1 "

E 9 x3 = maximum.
j=1

The constraints used are the 'same as those stated above, except that in th
second constraint, gross income is not held constant. Instead, the program dete
mines the one level of gross income which gives the largest profit attainable with
the specified levels of the fixed resources. At that specific level, thiemodel give
exactly the same solution as the basic cost-minimization model. However, this
unrestricted profit-maximization model is by definition irrelevant for more than

17/ In a special case of this model, one of the resources is kept at a predeter-
mined level throughout the analysis. For example, in the model developed by.
Miller and Nauleim (87), land is fixed at 1, 600 acres (84).

18/ Miller and Nauheim alseused this model (87).
31

45.1



3503

one level of gross income. Only one point on a cost curve or revenue ettrve is
determined. It 10 necessary to. return to the bagic cost - minimization ; model to
determine other points needed to specify the cost curve.

The profit-maximizing level orgross income in the solution le useful in spot-
ting the relevant range of gross income levels for each specific plant size. The
profitnmamizinglevel of output will occur slightly to the right of thelbw point
on the shortrun average cost curve in all cases where this low point lies below the
average revenue curve.19/ The prOfit-maximizing level of gross income represents
a level of plant 'utilization on the upward sloping portion of the shortrun average dolt
curve. Other values of gross income slightly above this level andOr a considerable
range below This level may be selected. Each of these levels of gros0 income should
be specified as an equality in,the gross-income row of the basic cost -minimization
model. A separate cost-minimizing solution is computed for each of these levels,
to determine points on the thortrun average cost Curve, Then the same steps as
for the cost-minimization model are followed.

Another model sometimes used in research such as this calls for minimization
of the acreage of land used. This model employs the same set of data as the previ-
ous models. Net income is specified to be at one or more levels:

n
E xirj = constant.

j.1

Land requirements (Li) are specified for all activities. ,Then the optimizing
criterion is

E xiLi = minimum.

Other constraints include the first and third, and sometimes the fourth and fifth
given above for the basic cost-'minimization model.

This land-minimization model is useful for determining the largest number
of farms, each earning a specified minimum net income, that can operate in a given
area (124). One advantage of this model is that land values are not specified, thus
eliminating one possible source of imputation error in the analysis. However. this
does not provide for the simultaneous minimization of the cost of more than one re-

. source, unless a resource price ratio is assumed, making this medel a special case
of the.more general cost - minimizing model.

SeVeral ingenious variations have been built into programming models to allow
for the specifieassumptions appropriate to the individual studies. One technique
commonly employed is to specify rotations (such as corn-oats-,,meadow) and allow
each vector to represent a specific rotation and a variation iniKome related technol-
ogy (such as irrigation versus no irrigation). The programming model selects the

19/ In general, the maximum profit is achieved where the marginal cost curve
intersects the marginal revenue curve from below. For the firm in atoniistic compe-
tition, the marginal revenue curve is a horizontal price line. When price is above
the low point of the average cost curve, the marginal cost curve passing through this
low point intersects the marginal revenue curve somewhere to the right.
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optimum number of acres for each rotation and related technology alternative. This
allows variable, prop9rtions amonfproducts and resources (3)0 although these can
be specified a priori if cleared (38),

Numerous automatic programming techniques have been incorporated into
economies-of-size models. For example Carter and Dean (19) used variable
capital programming and calculated the

example,
gross income per dollar of

capital for various levels of investment, Although it is not an economies-of-
gaze analysis, a study by Heady and ,LoftsgsIrd of farm planning for Northeast
Iowa (58)is, an excellent example of the use of variable resource programming
techniques. Barker (2) successfully combined variable resource and variable
pricing techniques to derive average cost curves. Mixed integer programming
seems to hold considerable promise for economies-of-size analysis, For ex-
ample, Madden and 17avis (80) achieved integer values for irrigation Wells,
complements of machinery, and 40-acre increments of land, using successive
approximations with a conventional linear programming code. Mixed integer
programming codes are now available at some computer installations. With
these and other improvements in programming technology becoming increasingly
available, future economies-of-siie analysis will become computationally easier
and cheaper, and less, abstract models will become feasible.

Point Versus Interval Estimates of Cost Curve

The typical approach used in economies-of-size analyses is to develop
point estimates of the average cost curves.. That is, the relationehip between
average cost and output is presented as a single curve. This procedure indi-
cates a single average cost for each level of output,lbased on specific as
sumplions regarding prices, yields, and other technical relationships /

As an alternative approach, several different cost curves 'may b /
developed, each representing a specific combination of high or low product
and resource prices and different yield assumptions. This approach gives
rise to an entire family of point-estimated cost curves, and e relation-
ship between output and average total cost can be represent as a curved
band, rather than a curved line. The width of this band at ven level
of output indicates the range of likely outcomes of average-c der the
different combinations of price and yieift assumptions.

This type of presentation is useful in that it warns the reader how
high or low the average cost could be in any given situation. Such warn-
ings should be taken into account by firms in their planning stagesparticu-
larly those most vulnerable to an unfavorable outcome. In many Cases,
entrepreneurs would choose an alternative with relatively lower expected
net revenue and lower likelihood of failure, .in preference to an alternative
offering higher expected earnings but also higher likelihood of failure.

A useful refinement of this interval estimation approach is to develop
probability cqnfidence intervals to indicate the expected variation in average
cost for given levels of output, This approach assumes that one or more of
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the important resource orproduct prices or yields is subject to some degree of ran-
dom Variation. Thus, the variance of prices and yields, and consequently the vari-
ance in income and average total costs, is taken into account.20/

EMPIRICAL STUDIES OF ECONOMIES OP FARM SIZE

The foregoing theoretical and procedural discussions have set the stage for
of a selected group of empirical studies of crop farms, beef feedlots, and

dairy farms. The discussion is designed to clarify the theoretical treatment, prey
vented earlier, and to give the reader a more adequate basis for interpreting such
studies. It is hoped that researchers will gain insight into The advantages and dis-
advantages of the various analytical procedures as an aid in planning future 'Judie.
of economies of size.

A six-point frame of reference is used in discussing each of the studies.

1. Study area, type of farming, and date of sandy. An empirical study is
usually applicable only to the area suid type of farming for which it was conducted.
Production techniques, yields, and costs change rapidly. Thtis, it is important
to recognize that empirical results are time-dated, being based on production
practices and technologies employed during a specific period in time.

2. Range of farm sizes examined. In many of the studies, only the smaller
sizes of farms were examined; a few studies extended to very large sizes. Proper
interpretation of the resulting size-efficiency relationship requires that the size
range examined be explicitly stated.

3. Method of analysis and key assumptions. As indicated earlier, the size-
:efficiency relationships indicated by study results are strongly influenced by the

' Choice of analytical procedures and assumptions. :-One of the most crucial decis-
ions regarding procedure is whether an actual-firm or synthetic-firm (economic-
engineering) approach is selected, and whether current practice or advanced tech-
nologies are assumed. Also, the interpretation of the cost and profit data depends
on the choice of residual claimant, and on the rates-of return assumed' for the oper-
ator's labor, management, and capital if these resources are etc uded from the
residual claimant. As mentioned earlier, the average costs per t of production,

20/ Examples of this approach are given by Carter and Dean (18) and MOore (80),
In Moore's study, average total cost is represented by the cost:revenue ratio, Vari-
ance of average total cost is then calculated by assuming that the numerator (total
cost) is constant and that the denominator (gross income) varies. 'phis simplifying
suistuription leads to a slight understatement of the true variance oVaverage cost.
If both, the numerator and denominator of this ratio are considered as variables
subject to random variation, then the variance of average cost is the variance of
a ratio of.two variates. This concept is discussed by M. G. Kendall in his discussion
of the distribution of iL ratio (71, p. 248).
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or the costrevenii't ratios, are made smaller for all farm sizes by inclusion of
additional factors in the residual claimant. And the left-hand portion of the envelope
curve, representingfthe average 'host for smaller farms, is lower when the residual
claimant includes the operator's personsl.services (labor, management, and risk-
bearing) than when operator labor is excluded.

4. Size-efficiency relationship. Resultial\the studies are examined for their
findings on (1) how large a farm must be to achieve the utmost efficiency and (2)
whether the longrun average cost curve continues to decline Throughout the size .

range, or reaches a minimum at s. relatively small size of operation and remains ,

more or less constant through the very, large size range. With Very few exceptions,
the latter seems to be the typical size- efficiency relationship.

5. Size-profit relationship. Results of the studies are further Ouialyzed for
indications of the relative profitability orthe various idles of farms and of how large
a-farm must become to be profitable'. Most studies show that even a 1-man or 2-man
operation that is_well organized can be quite profitable if prices do not sink to abnor-
mally low levels and if modern technologies are used.

6. Changing size distribution of farms. Another point sometimes noted in dis-
cussirfk each study is the changing size distribution of the farms studied. When the
available data permit, the size ranges that seer} to be attracting additional farmers
are compared with those that appear to be efficient and profitable according IQ the
empirical studies. (This last step is a refinement of Stigler's survivorship technique,
discussed earlier.)

Cr_qa Production

This section contains a-discussion of economies of size in a number of different
crop farming situations. Seven types of crop farms in five States areexaminecl. The
acreage that can be operated with a given labor supply varies widely from one farm-
ing situation to another - -from the highly intdnsive peach orchards of California to the
extensive wheat fairmstof Oregon. Capital requirements also vary considerably. In
most of the farming situations examined, a modern and fully mechanized 1-man or
2-man operation can produce efficiently and profitably, achieving all or nearly all of
the economies of size.

Cling Peach Production in California

In 1963 Dean and Carter analyzed the economies of size in cling peach produc-
tion in thPruba City-Marysville area of California (31). The size range otpeach farm*
examined extended from 8 acres producing less than 100 tons to more than 400 acres
producing over 5, 000 tons of peaches annually. Synthetic-firm budgeting techniques
werexused to determine how the size efficiency relationships were influenced, by changes
in wage rates and the introduction of mechanized methods of pruning, thinning, and hat.,
vesting. The farm operator's personal services (labor, management, and risk-taking)
were included in the residual claimant.

The basil synthetic-firm analysis showed that with the prevailing nonmechanized
production practices, average total cost per ton of peaches declined as farm size
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increased up to about 60 acres*-marketing about 715 tons of peachiva (fig. 3). Beyond
that size, slight reductions in harvesting costs and machinery iniestment per acre
were realized, but these were offset by increases in costs of hired supervision (fore-
men). Therefore, average total cost with prevailing practices was essentially con-
stant beyond 60 acres.

When mechanized practices were used, average cost declined up to a farm size
of between 90 and 110 acs -- basically a one-man operation. Mechanized methods
gave lower costs than present methods for large farms, The.break-even point between
current and mechanized practices occurred at 55 acres. When 25 percent higher wage

',rates were assumed, the break-even point between present and mechanized methods 4
occurred at a smaller size--25 to 30 acres. When assumed wages were increased by
50 percent, the break-even point was 18 to 20 acres.

Both average cdst and profit were found to be strongly influenced by the level of
yields. For budgeted operations of efficient size, average cost was about 40 percent
higher with low yields than with high yields. Furthermore, orchards with low yields .
showed net losses for a very wide range of peach prices and orchard sizes. In fact,
profit margins were found to be so low as to make selling the business a serious alter-
nativefor growers with low yields, regardless of orchard size. On the other hand,
orchards of only 20 acres were found to be profitable with high yields, Assuming
the average 1957-61 price of $62 per ton, a 20-acre operation earned $2, 400 return
to the operator's personal services. Net return on a 50-acre operation was $10, 000,
while the operators of 100-acre and 300-acre orchards earned $20, 000 and $60, 000,
respectively.

COST CURVES FOR MECHANIZED AND NONMECHANIZED
CLING PEACH ORCHARDS, YUBA CITY, CALIF.
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4
Poseibilities for combining off-farm Jobe with cling peach production were also

examined. It was found that a farmer could handle 20 acre. of peaches while holding
down a full-time job, or 40 acre' while working year -round at A halftime Job. The
analysis showed that off -farm lItark could greatly increase the income of small farzn-
era. However, it -we. pointed out that the operator of a areal farm coUld profitably
lends farm and revertto a full -time job, if he had a lucrative off-farm Job opportunity.

Iowa Comb Grain and Crop - Livestock Ferree

The two studie. diecumsed below dealt with separate farming areas, but both
used similar analytical procedure.. The finding. were limited to the economic, of
mize on 1-man and2-man forma.

Southern Iowa

In 1960, Ihnen and Heady analyzed the economic. of size for farm. in nine mouth*.
ern Iowa counties (66). Synthetic-firm budgeting method. were used, with emphaii
on choice of leamt-cout machinery combinations for various fullipleem. The enter-
prime. considered included corn, oat., meadow, Oybeane, ref-cow herd pro-
ducing feeder calve'. Operator management, risk - taking, and land were included in
the residual claimant, lo costs included a charge for operator and family labor, but
not for land. Crop Iomme. dt%e to untimeliness of operation, were'aloo included am
costs. (In most of the other studies, crop louse. were treated only as a reduction in
crone income, not am a cost.) Full ownership of most machinery item. was &mimed,
initially, but for some operation. custom hiring was considered for comparison.
The budgeting analysis was conducted first under the assumption that only crop enter-
prime. were used, and second, timing both crop and livestock enterprises.

Farms with three different classes of topography--hilly, upland, and average- -
were considered in this study. The hilly mixture or hilly farm connoted primarily of
rolling land with relatively little bottomland. The upland mixture br upland farm was
composed predominantly of level to undulating upland moils. The average mixture or
average farm consisted largely of rolling upland with smaller amount. of hilly and
lever upland.

The results were quite different in these three situations. On the hilly and
average farms, the crop-livestock combination resulted in a lower cost:revenue

Vatic) than crops only. For the hilly farms, average cost per unit of production
declined to it. minimum with a farin size of 320 to 360 acre., representing a 2-man
operation with a 2-plow and a 3 -plow tractor. The cost:revenue ratio wt. 0.95 at
Ude point (fig. 4). One-man farms were shown to be incapable of meeting total costs
in this area, under the basic assumptions allowing no custom hiring.

Similar results were obtained for the average farms, with a costr-evenue ratio
of 0.90 occurring in the minimum average total cost range of 320 to 48t) acres. In
this case, however, a 1-man, 240-acre farm with a 3-plow tractor could break even.
The cost:revenue ratio at this point was 0.97.

Entirely different results were obtained for the upland farm.. First, farms
budgeted with only crop enterprises achieved lower average coots than the farms
budgeted with both crops and livestock. Second, the 1-man upland farms were

11
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AVERAGE COST. CURVES FOR
SOUTHERN IOWA FARMS
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considerably more efficient than the 1-man hilly or average farms. Using a 3 -plow
tractor, a 1-man upland crop farm of 160 acres achieved a cost:revenue ratio of 0.62,
which allowed a sizable profit margin for land and operator management and risk-
taking. Two-man farms were slightly more efficient; a cost:revenue ratio of 0.57 ;
was achieved with a 3'20-acre farm using two 3-plow tractors.

When custom corn picking and hay baling were allowed in the budgeting analysis,
the 1-man farms were able to Achieve considerably lower average costs than they
could have without custom hiring. For example, the 1-man crop farm with 240 acres
of average land achieved a cost:revenue ratio of 1.02 when all machinerywas owned
by the farmer. But when custom' corn picking and hay baling were allowed, the cost:
revenue ratio declined to 0.91. Custom hiring of these tasks sr, eatly augments the
timeliness of the farm operations, thereby reducing crop losses. In this case, cusp-.
torn hiring brought the ratio average cost below the 1.0 break-even line, making the
difference between a net loss and a positive net return to operator management and
land.

Custom operations reduced by 25 percent the acreage required to achieve mini-
mum average total cost. In fact, the budgeting results indicate that on the average-
soils farms most of the cost ecunornies available in crop production, could be achieved
with (a) a 1-man, 1-tractor combination with 150 to 290 acres of cr land, or (b) a
2-man, 2-tractor combination with 290 or more, acres of cropland. owever, the
cost reductions associated with custom operations would not be re zed if there were
extensive waiting periods for custom services. Thum, an adequate upply of compe-
tent and reliable custom service is essential to efficient operation n relatively small
farms of this typo.

Calculations of vrofit per farm for various sizes of operation were not presented
in this study. The residual claimant was initially defined as operator management,
risk-taking, and land. When land was removed from the residual claimant (thereby
adding a land rent to total cost) the cost:revenue ratio rose above 1.0 for all 1-man
farms, and was only slightly below 1.0 for the 2-man farms. This implies that the
net return to operator management and risk- taking was negative for the 1-man farms',
and very small even for the 2-man farms.

As with all cost analyses that assume a onstant product mix, the coat curves
obtained are suboptimal, because optimum res um: combinations were not deter-
mined. Because of this, the resulting size-efficiency relationships do not reflect
the maximum efficiency attainable by different Aim of farms. A more sophisti-
cated analysis with a model that allows variable\ enterprise proportions would have
given somewhat more Accurate results, add consequently the cost curves would have
been lower in some cutlet:, than the ones derived in this study.

Western and Northeastern Iowa

Using budgeting techniques similar to those used in the southern Iowa study
discussed above, Heady and Krenz (57) calculated average cost curves for the Cnr-
rington-Clyde coils area in the northeast quarter of Iowa, and the Ida-Moniina soils
area in the west. An in the southern Iowa study, a constant product mix was assumed,
and primary emphasis was given to aclection of optimum machinery combinationa.
Two rotations were Considered - -a rotation based on current practices and a 5-year
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rotation of corn-corn-oats-meadow»meadow. COntinuous corn was also conaldereci
in the budgeting analysis for comparison with the rotations in calculating total cost.
No charge was made for the interest onlandinvestraent. Thus, the residual claimint
was composed of land and operator management and risk-taking, as in the southern
Iowa study.

For northeastern Iowa, the major reductions in average cost were attained at
280 crop acres with the continuous -corn program. The cost:revenue ratio wee' 0.42
at this size. The lowest cost:revenue ratio was attained at 320 acres under the
5-year rotation and at 400 acres under the current cropping program, with a cost:
revenue Vatib of 0.46 in each case.

A smaller machinery investment was. required for the continuous-corn program
than for the other two cropping programs. Average coats per dollar of output were `--
slightly less for continuous corn, mainly because corn produces a greater gross in-
come per acre than do oats, soybeans, or meadow.

Cost curves developed for western Iowa were considerably higher than those
for the northeastern area (fig. 5). Most of the cost economies from acreage expan-
sion were attained at 320 crop acres, as in the northeastern area, but average cost
in this area was roughly 20 cents higher per dollar of gross income. This difference
is partly due to lower yields and less intensive row cropping in the western area.
However, if a. land charge (interest on land investment) were included in the calcula-
tions of total cost, this difference would be partly or entirely eliminated because Of
differences in the price of land, and hence, in the interest charge on land investment.

1.10

g 1.00
8
t 0.90

a 0.80
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Another factor contributing to the differences in average cost was that losses
from delays in hay harvesting were more severe in the western area. With more
meadow (bay/ in the rotations, expanding acreage led to untimeliness of operations,
and consequently hay losses became more serious than in the northeastern area..
Thus, the acreage attaining lowest average cost was smaller in the western area,
particularly for the 2-man farms.

The effect of weather variations on the average cost curves was examined for
the northeastern area. Under unfavorable weather conditions, average costs were
generally higher, and the cost curve; turned up at smaller sizes (fig. 5). These dip..
ferences resulted from crop losses due to-untimely operations.

Ono of the prominent conclusiOns of this study is that the longrun average cost
curve is relatively flat over a wide range. For example, average cost was found to
vary only.2 cents per dollar of gross sales on farms in the northeastern area with
between 400 and 800 crop-acres. This small difference in average cost over such
a wide acreage range would allow survival of fermi of many sizes.

While this conclusion is probably correct in general, it must be pointed out
that in the long run the profit margin (distance between the average cost curve and
the price or average revenue line) must be large enough to prevent the residual
claimant from being drawn into other uses. Presumably, the reservation price
on management and uncertainty-bearing would increase as the size of farm in-
creased from 400 to 800 acres, because of the more stringent demands on manage-
ment and the greater uncertainty. In. this case, we should expect fewer management
and uncertainty - bearing resources that is, fewer farm operators) to be drawn into
800-acre farms than into 400-acre farms when prices ,are low and profit tpargins- thin.

. However, with relatively high and stable prices, profits would tend to exceed
the farmer's reservation price of management and uncertainty-bearing, and conse-
quently a considerable increase in the number of larger farms would be expected.
This deems to .be precisely what happened during the late fifties. Assuming that
roughly one-fourth Of the cropland would be devoted to corn, firms with 800 acres
of cropland would have about 200 acres of corn. Between 1954 Oki 1959, the number
of Iowa farms that harvested in excess of 200 acres of corn more'than tripled (130).

Irrigated Cotton Farms in Texas and California

Economies of size have been analyzed for irrigated cotton farms in Texas and
California, using the synthetic -f(rm (economic-engineering) approach. A separate ,

study was conducted in each area, but the methods used were essentially the same.
Each study used a linear programming model to determine the least-cost enterprise
combination and resource combinatiortfor each level of output. Output was meas-
ured in terms of gross income, because multiple-product firms were involved. The
programming models used in these studies were variations of the basic cost- minimi-
zation model discussed on pages 29-33. Certain modifications of this basic model
were made to provide for the peculiarities of the study areas involved.

Texailliigh Plains

In the Texas study (80), irrigated cotton farms ranging from 120 to more than
1,700 acres, using from 1 to 5 man-years of labor, were analyzed. -Cotton acreage
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ranged from 40 to 570 acres. Basic data from a sample survey of farms in the
Texas' High Plains were used to determine certain resource requirements and
practices. Prices were projected to $968, and input-output coefficients were
projected assuming use of advanced technology. Such technology included prac-
tice already used by the more progressive operators in the study area, or new
practices whose workability and economic feasibility had been tested either by
farmers or by agricultural experiment stations. It was asstunedt that eventually
most fa&ner will adopt this advanced technology.

The programming model selected the enterprrse combinadonquantity of
land; number of irrigation Wells, and number of irrigations applied to each crop- -
required to produce each level of gross income at least cost. Then, using as its
optimizing criterion the miMmum cost per dollar of gross income, this analysis
determined the optimum number of regular laborers and the number of tractors
and complements of 4-row or 6-row equipment for each level of output. Land was
considered to be available in discrete increments of 40 acres. Irrigation wells,
regular laborers, tractors, and complements of equipment were also considered to
be available only in discrete quantities.21/

The results of this study show cost data based an a variety of residual claimants.
Data underlying the average cost curves reflect an assumption that operator manage-
ment and risk-taking constitute the residual claimant. It was assumed, on the basis
of survey data, that the operator would be required to devote an increasing amount of
time to supervision and coordination as additional regular laborers were hired and as
farm size increased. Thus, the amount of time the.operator devoted to labor, and
consequently the charge for operator labor, deblined with larger farm size. In fact,
the 5-man farm analyzed here was spread out over nearly 3 square miles, thus re-
quiring the operator to devote full time to supervision and coordination. The labor
cost for the 5-man farm thus included the wages of only the four regular laborers.
The return to the fifth man was the profit, or return to operator m ement and
risk-taking.

The findings show that the 1-man farm with adequate capital could be as efficient
as any of the larger farm7 (table 3). In fact, a 440-acre farm with 102 acres of cotton,
operated by one man with a set of 6-row machinery, could achieve an average cost of
less than 71 cents per dollar of gross income (table 3). None of the larger farms
could achieve lower average costs than the 1-man farm (fig. 6).

With the average cost curve remaining nearly constant at slightly above 70 cents
per dollar of gross income over a wide range of sizes, total profit steadily
with larger farm sizes. Thus, while the 1-man, 440-acre farm ac ved the ultimate
in efficiency and earned more than a $17, 000 return to management, larger farms
were more profitable. For example, on the 5-man farm, operator management and
risk-taking earned more than $07, 000 profit. Gross income on such a largo farm
would be nearly $235, 000. More than $1 million of investment (average value) would
be required, including some 1,720 acres of farmland with 15 irrigation wells.

21/ These resources were integerized by a process of successive approximations`
using a regular linear programming code (LP/90), which did not contain a mixed
integer programming feature at the time the computing was done.
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spite this extremely;high profit potential, the very large farms are not
increasing in number as rapidly as are the, intermediate sizes . During' 1954-59,
t he number of farms irtthe Texas High Plains with more than 1,000 acres increased
by only 5 percent, and the number of farms with less than 500 acres decreased. Dur
ing the same period, there was an increase of 10 percent in the number of farms with
500 to 1, 000 acres - -1 -mangy or 2-man farms'.

z

Fresno County, Calif.

The area covered in Moore's analysis of Fresno County cotton farms (89) has
two major soil types, one light and the other heavy, separated by the Fresno Slough.
To tie west of tha.slough lie the medium- to heavy-textuied soils of the recent allu-
vial fans.: Light, sandy ,soils characterize the arep -east of -the slough.. The re-
source requirements, yields, and practices we'S"tdifferentfor farms in these two
son types that, two separate cost analyses were conducted. Year-round labor supply
was the primary measure, of farm size in this study. The four sizes analyzed were
1-man, Z-man, 4 -marl, and 8-man farms. Amounts a modelfarmland in the model .
'extended beyond 2, ON acres. This ,study, was completed in 1965, usingprices'pro-
jected to 1968 as in.the precedingstudy.

For Tech farm size, both custom harvesting and the use of fartner,Ovineeharvest
rnaehinerly combinations were evaluated and were' compared with regard to average
total co'st,for Vroducing specified gross incomes. Least-cost Coinbinations of land,
labor, and machinery were determined for each farto size for at-least five levels of
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gross income. Heavy tills equipment units were held 'constant for any given farm
size. This procedure perms ecIthe evaluation of each machine in terms of the cost
per unit when used at differe -,capacities, ;burmore important, it took into account

:-the returns from labor releasedyy labor-saving equipment. In other words, the
analysis evaluated each piece of ekuipment by. noting its impact on the overall farm-
ing operation, not as an isolated itern operating independently.

Figure 7 shows the envelope curves for the heavy soils and light soils areas,
respectively. These curves are bordered by approximate confidence boundaries,
indicating plus and minus one. standard deviation of the cost:revenue ratio.- The vari-
ance and standard deviation of the cost:revenue ratio were calcUlated under the as-
sumption that the numerator, total cost, was a constant. As points on the upper con-
fidence limit of the average cost curve were calculated, ,total cost was divided by the
quantity, gross income minus one standard deviation of gross income. The lower
bound was calculated by, dividing total cost by the quantity, gross income plus one
standard deviation of gross income.

Considerable reductions in average cost were achieved as farm size was extended
up to four men, representing more, than 1,400 acres in the heavy soils areas and 700
acres in the light soils area. Table 4 compares the efficiency of farms of similar size
as shown in the Texas High Plains study-and the Fresno County study, assuming oper-
ator management and-risk-bearing are the residual claimant. Strictly speaking, the
average costs derived in the two studies are not directly comparable because.of the
different assumptions regarding management requiitements and other proceduralmat-
ters. However, the overall effects of these differences are minor.

Table 4.--Comparison of acreage and average cost for optimal feta plans
for irrigated 'cotton farms in Tails High Plains and in California

Study area
Acres Coatirevenue

ratio

1-man ;

farm ;
4-man
farm

; 1-man
; farm

4-man
arm

'
:
:

.

Texas 'High Plains -: 440 1,480 0.71 -0.71
... :

Fresno County :

00'...
q. Hairy-soils area -- 270 1,134 .91 .85

Light -soils area - -- : ln.r 710 .0 .76

I
,-:

:

Source: (110, 89).
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Moore assumed that the opportunity cent for operator lab& used in the direct
operation of the, farm 'wags the wage rate for tractor drivers. The/Portion of the op-
erator's time spent in, supervision was,charged at the higher rate/paid to foremen.

diced5 indicates the annual ed cost cgorged to each farm sizt. Supervision re-
quireroents and consequently supervisory cortetwere assumed to be constant at $720,per marl fir all four farm sizes.

Table 5 .--Fresno County, California: Annual fixed labor costs by farmsize, irrigated 'cotton farms.

Item 1-man 2-man 4-man 8-man'
farm farm farm ' farm

Dollars Dollars Dellart Dollars
Direct labor --- : 4,380 8,760 17,520' ' 85;040

Supervision : 720 1,440 2,880 5;760

Total : 5,100 10,200 20;400, 40,800

The operator's time devoted to supervision was not subtracted from the labbr
supply available for farmwork. For example, the 4-man farm was assumed to have
4man-years of regular labor available for farmwork. The operator was assumed
to devote roughly half his time to management duties, providingabout one-half a
man-year of regular farm labor. The other 3.5 man-yeare were assumed to be
provided by regular hired labor. The other farm sizes involved a comparable mix-
ture of hired and operator labor, with hired labor replacing the portion of the oper-
ator's time devoted to management duties. Thus, regular hired labor was not as-
sumed to be available in 1-man increments on a full-time basis, as it was in the
Texas study. This difference alters the interpretation of results slightly, in that
the analysis was predicated on the assumption that part-time hired laborers were as
productive and required as little supervision per man-year an the full-tithe regular
employees.

The proportion of cropland having a cotton allotment was found to decline with
larger farm size. This is a result of institutional lectors and historical landowner-
ship patterns. Moore allowed for this varying proportion of cotton allotment land
in his investment requirements and in calculating the land price and the annual in-
terest charge on land.

Another minor procedural difference between the Texas and California studies
is that the residual claimant was Smaller in the latter study: Onlycoordination and
risk-bearing were included. Supervision was included with operator labor, hired
labor, capital, and all the other resources in calculating total cost and the cost:reve-
nue ratios underlying the cost curves. In the Texas study, supervision was included
in the residual. claimant. Since total costs and consequently the costrevenue ratio
are larger when more elements are excluded from the residual claimant, this
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procedural difference has the effect of slightly raising Moore's average cost curvea--,
by about 1 or 2 cents per dollar of gross income, for all farm sizes. The cost data
from the California study can be converted to the same basis as the Texas data, us-
ing operator management and risk-bearing as the residual claimant, by subtracting
the supervision charge (table 5) from the total cost. This was done in calculating
the cost:revenue ratios for table 4.

California Cash. Crop Farms

Yolo County Cash Crop Farms

In 1960, Dean and Carter (30) analyzed the economies of size for cash crop
farms in Yolo County, Calif., near Woodland. They employed a linear program-
ming model similar to that used in the Texas studytsdescribed above. The main
.crops grown in the study area were sugarbeets, tomatoes, milo, barley, alfalfa,
and safflower. The linear programming model selected the optimum (least cost
per dollar of gross income) combination of enterprise levels for each level of output.

A wide range of farm sizes was considered. Because-of institutional and rota-
tional considerations, the eugarbeet acreage allotment did not increase proportion-
ately with size. The envelope curve (fig. 8) was therefore "u"-shaped, declining
sharply to about $0.70 at $100, 000 output, falling to a minimum of $0.65 at $240, 000
output, and then increasing gradually to about $0.72 al an output of $440, 000. Thus,
farms with output beyond $240, 000 (roughly 1,400 acres) began to experience rising
average costs. Tke authors emphasize the fact that the "u" shape of their envelope
curve might be directly attributed to resource and institutional restrictions which
change with size; forcing changes in input combinations and output mix. Nonetheless,

e1.00

4 0.50

0.40

AVERAGE TOTAL COST CURVES
For Cosh Crop Form Ming Four Modthory CorirorPons

Yolo County, Cat.

0 120 180 240 30Q
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the planning curve did correspond, to a realistic path of expansion for farms in
the study area, and the. analysis revealed definite economic reasOne for the trend
toward consolidation and expansion of smaller units in Yolo County.

On the other hand, the analysis did not indicate a strong economic incentive for
expansion to extremely large size; farms of about 600 to 800 acres appeared able to
compete on a unit-cost basis with much larger farms. And with unit costs approxi-
mately constant over a wide range, this 1960 study suggested that a continuation of
a wide variation in farm sizes could be expected, witIlittle tendency for a concen.-
tration at opt,,optimum size. Dean and Carter suggest that this relationship may
help to explain'the relatively small number of farms actually operating in the ex-
tremely higlphrtput ranges.

Another important factor-in the determination of farm size was the risk and
uncertainty inherent in farming. Expansion in size ordinarily requires borrowed
capital; as more borrowed capital's employed the risk of losing equity accumu-
lated over time increases. Thus, farmers who have achkeved an efficient size of
unit and satisfactory incomes tend to "play it elite" in order to protect their cur-
rent position. Nigh income taxes for large farmers may also reduce the incentive
to expand farn?,size.

This analysis.assumed no pecuniary economies in purchasing inputs (discounts
on large purchases) or in marketing products in large quantities. Neither were 415-
econotniea,due to inefficient labor use, coordination problems, or "red tape" con-
sidered. ,Therefore, the shapes- of the cost functions presented arise entirely from
other sources of economies' and diseconomies.

Imperial Valley Field Crop Farms and Vegetable Crop Farms

In 1962, Carter and Dean (20) examined the economies of 'size for field crop
farms and vegetable crop farms in the Imperial Valley of California. They used
synthetic-firm budgeting procedures, assuming a fixed combination of crop enter-
prises for all farm sizes.

Mik
Five size classes of farms were examined in the budgeting analysis, the largest

including farms of more than 2, 400 acres. Custom hiring and contracting were con-
sidered as alternatives to the owning and operating of machines. The machinery
combination developed for each size class represented a reasonably efficient setup,
with Some excess capacity to take care of unusual situations.

Field crop farms and vegetable farms were considered in separate analyses.
Shortrun average cost curves developed, for the five size classes are shown in fig-
ure 9. 'Because a fixed product mix was assumed, the output and average cost data
way be expressed in terms of either acreage 9r gross income. The curve for the

(smallest sire class, farms with less than 320 acres, is horizontal because all tt
operations were conducted on a variable cost basis, usingacustom hiring or contract
operations rather than farm-owned equipment. Shortrun average coat curves for
larger size classes exhibit the usual downward-sloping shape, a result of fuller
utilization of farm-owned machines.

. The envelope curve for field crop farms declines steadily to about 1,500 tos2, 000
acres (total revenue of $300, 060 to $400, 000) and declines only slightly thereafter.
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AVERAGE TOTAL COST AND ENVELOPE CURVES
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For eachsize group, minimum cost per dollar of total revenue (or per acre) was
achieved with fixed resources (machinery and managerial labor) used to maximum
capacity.

These cost curves emphasize three points: (1) Significant cost advantages
accrue to increased size of field crop farm operations up to a size of about 1,500
to 2,000 acres; thereafter, the costsper unit of production decline only slightly and
eventually level out; (2) if farms that are highly mechanized and otherwise set up to
operate large acreages underutilize this capacity, they may have higher unit costs
than smaller operations more fully utilizing their fixed resources; and (3) farms of
any size could operate efficiently and make reasonable ptOfiti under the conditions
prevailing in 1050. On the basis of cost per dollar of output, he envelOpe curve
declines from about 84 cents at low output levels to about 3 nts for output in ex-
cess of $500, 000. Thus, the net return to operator labor anagement before
income tax varies from 16 cents to 27 cents per dollar of pu over the correspond-
ing range in output.

Similar procedures were used. in analyzing vegetable crop farms. The results
show that if competent and timely contract services are available for the smaller
vegetable farms (up to GAO acres, producing around $100, 000 of total crop revenue
annually), the longrIn average costs' for vegetable production are essentially con-
stant throughout the size range, from very small farms to those withmore than
2,400 acres of farmland (fig. 0). Results of the study indicate that when competent
and timely contract services are available at current rates, the Imperial Valley
vegetable farmpr achieves little, or no cost advantage by owning equipment. In fact,
the very large vegetable farms that are equipped to operate on a large scale, but use
their machinery at less than full capacity, actually haveiitgher average cost than
farms that use only contract_ services for all the farm operations. *In a situation
where contract work is not readily available, considerable cost economies occur
with increasing size up to about GO acres. -

The apparent lack of any economies of size on vegetable crop farms relates in
part to the high proportion ofv)ariabltcosts, especially for contract harvesting,

41*incurred in vegetable crop prbduction.' Lettuce and ge, which together com-
prise 50 percent of the cropping system analyzed, a t for about 75 percent of
the total variable costs associated with-harvesting. Harvesting lettuce and cabbage
is a highly labor-intensive operation with relatively minor machine.costs, under
present technologies. Thus, only slight economies of size are attainable on these
operations.

Kern County Cash Crop Farms

In 1063, Faris and Armstrong (36) analyzed the economies of size for cash crop
farms in Kern County, Calif. They used a combination of linear programming and
budgeting to determine the least-cost machinery combination and irrigation system
for each farm size. The model and-assumptions employed in this study ire very
similar to those employed in Moore's study of irrigated cotton farms in Fresno
County, Calif. (89).

Three different cropping programs were considered. The cotton-alfalfa-barley-
mil° farms achieved slightly lower average total cost per dollar of reventv than\

J
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either the cotton - alfalfa - potato farms or the cotton-alfalfa farms. Results were
similar for each of these three cropping programs (table 6). Lowest-average total
was achieved by the 640-acre favm, with about 90 cents total cost per dollar of
gross income. The 160-acre and 320-acre farms were shown to be almost as
efficient, each achieving a cost per dollar of revenue within 5 cents of the mini-
mum in each cropping progrim. The 1, 280 -acre and 3,200-acre farms were
alightlyiess efficient than the 640 -acre farms, havigg, costs 2 to 4 cents higher
than the minimum in each case.

Table 6.--Cash crop farms, Kern County, California: Total coat per
dollar of crop revenue for three cropping programs

Farm size
(acres) Cotton-alfalfa Cotton-alfalfa..! Cotton-alfalfa-barley-

farms potato farms : milo farms

Cost:revenue ratio for--

80
.

: 1.06
160 . : .96
320 : .92
640 : .91
1,280 :

3,200 .;(6

1.06 1.00
.94 .93
.91 .91
.89 ,89
.93 .91
.93 .92

Source: Calculated from xlata in Faris and Arrrong 06, table 26).

Wheat Farms in the Columbia Basin of Oregon

In a study conducted by Stippler and Ceitle in 1061 (123), dryland wheatLeummer
fallow -farms' in the Columbia Basin'of Oregon were examined using the synthetic-firm
budgeting technique. Four farm sizes representing specific labor - machinery combi-
nations were analyzed. Three levels- of machine utilization were considered in each
of the four labor-machinery size groulmo. In each case, the lowest average cost was
obtained when the machines were fully utilized; that is, vtere being used on as many
Scree as possible on a 10-hour-day basis.

Table 7 shows the average cost attained by each)of these full-utilization farm
plans. The 1-man wheat farms achieved lower aVerSge coets than either the 2-man
or 3-man farms. The 1-man farm with a 50-, to 60-11orsepower tractor had a eOst:
revenue ratio of 0.86, and earned a $5,629 return to operator Tabor, management,
and risk-taking. The and 3-man farm sizes had tests in excess of ents
per dollar of gross income, and earned less than $5,500 of net operator c,,,s,aings.

This study used highly simplified procedures and assumptions. Only a narrow
range of production and reso4ce acquisition alternatives Were considered. -How-
ever, it appears that the size., ffieieney relationships deVeloped are a generally
accurate representation of the) conomies of size for wheatsummer fallow farms

the Columbia Basin.
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Results of the Crop yroductcon Studies

`The size-efficiency relationships vary widely among e 14 crop-farming
situations discussed here. Although much of this variation exults from differences
in the assumptions and procedures used, some useful comp loons and generaliza-
tions can be made.

In the production of cling peaches in California, average cost reached a minimum
with an orchard size of 00 to 110 acres when mechanized practices were used. This
size of operation required one full-:time man plus seasonal hired labor.

The two studies of crop farms and crop - livestock farms in Iowa showed thatwhen
fall ownership of all machinery was assumed, 2-man farms were more efficient than
1-man operations. When custom hiring of certain field operation: was introduced
into the analysis, the cost curves for the smaller far ms were lowered by
about 25 percent, making the 1-man farm nearly as efficient as the 2-man farm. How-
ever, these cost reductions were attained only when the custom services were avail-
able when needed, so that crop losses were avoided. These two studies examined
only a limited range of sizes: 1-man and 2 -man operations. Consequently, they pro-
vided no insights into the comparative efficiency of larger farm sizes operated by
three or more full-time men.

Similar results were found in the analysis of field-crop firms and vegetable
farms in the Imperial Valley of California. Farm sizes extending beyond 2,400
acres were examined. Vegetable farms of less than 640 acres could produce almost
as efficiently as any larger size by hiring custom work for all or most of their field
operations. Among the smaller field-crop farms, custom hiring was also found to
greatly reduce the average costs, but additional economies of size were found to
occur up to about 1, 500 to 2, 000 acres.

Analysis of cash-crop farms in Yolo\County, Calif., producing sugarbeets, toma-
toes, milo, barley, alfalfa, and safflower showed that all the economies of size were
attained at a farm size of about GOO to 800 acres. Because of institutional and crop
rotation considerations, farms beyond 1,400 acres wore found to experience rising
average costs.

Farms producing cotton, alfalfa,. milo, and Harley in Kern`County, Calm., were
found to achieve lowest average cost at about 640 acres. Larger farms extending be-
yond 3, 000 acres were slightly less efficient. .

In the analysis of irrigated cotton farms in Fresno County, Calif., 1-man. 2-Man,
and 8 -man operations were found to be less efficient than$4»man farmsoepresenting
about 700 acres in the heavy-soils area and 1,400 acre* in the light-soils area.

In two studies, larger farms were found to be no more efficient than highly
mechanized 1-man farms. These 1-man farms were a 440-acre irrigated cotton
farm in Texas and a 1,600-acre wheat-summer fallow farm in Oregon.

In Most of these studies, all of the economies of size could be attained by modern e
and fully mechani2ed 1-man or 2-men farms. But it is often possible to'increase total,

profit by extending beyond the most efficient size. In these cases, the incentive fdr
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expansion to very large farm sizes is higher total profit, rather than loweraverage cost.

Partially counteracting the profit incentive to farm enlargement is the increas-
ing uncertainty and difficulty of managing a larger and more complex farm. As
farm size increases, complexity and management problems become particularly
serious in types of farming and areas where (1) distances between workers are
great, (2) land quality is uneven, (3) growing conditions and prices are unpredic-
table and require frequent revisions in management plans.

Beef Feedlots

Beef eq(erprises occur on a wide variety of types and sizes of farms. On 'crop-
livestock farms, the beef herds range in size.and relative importance from small sup-
plementary enterprises using idle off-season labor and unsalable crop residues to
large enterprises in which the beef herds provide the main source of revenue and in
which crops are produced mainly as a source of feed. At the extreme end of the con-
tinuum are the highly specialized drot beef feeding businesses that utilize verylittle land area and buy all their feed inputs. These specialited feeding businesses
account for a large and rising propcfrtion of the Nation's beefproduction.' Four re-
ports of empirical studies of specialized beef feedlots are discussed in this section.

Model Feedlots of 500-, 2,000-, and 5. 000 -Head Capacity in Eastern Oregon

Three levels of feedlot capacity were examined in a 1964 study by ebards and
Kogzan (101). This was intended primarily as a feasibility study, rather than as an
analysis of economies of size. However, because of the procedures used and the
feedlot sizes considered, the findings shed some light on the size-efficiency possi-
bilities available to farmers considering initiation of a beef feeding operation.

Lots capable of holding 500, 2, 000, or 5, 000 head of feeder steers were included/ in the study. The results show that even though a 2, 000-head feedlot operation is not
, as efficient as larger sizes, o. coheiderable amount of net profit can usually be ex-

pected under price conditions such as thobelexisting in easternOregon from 1956
to 1063.

The-authors ussumed an initial 0/eight of 650 pounds and a finishing weight of
1,062.5 pounds (before shrinkage). A 150-day feeding period and a 2.75-pound
average gain per day were assumed. Synthetic-firm budgeting procedures were
employed, and operator management and risk-taking were used as the residual
claimant. Nonfeed cost per pound of gain was the measure of average total cost.
The 500-head feedlot had an averagernonfeed cost of $5.38 per hundredweight of
gain, compared with $4.13 and $3.32 for the 2, 000- and 5, 000-head operations,
respectively.

Potential profits for the 2, 000 -head feedlot were calculated for each year from
1956 to 1963 on the basis of average prices received each year for slaughter steers.
Returns to management and risk-taking ranged from a $50, 000 loss (in 1963) to a
$115, 000 net return (in 1958). In (3 of the 8 years, profits wow above $361.000.
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4ih



3527

The average annual return to management and risk-taking during the 8-year period
was about $43, 000.

Actual and Synthetic Feedlots in California

Hopkin analyzed the economies of size in California beef feedlots in 1958, calcu-
iating average cost curves both fromactual firm records and from synthetic-firm.

---Ji?tidgets (04). Basic data were obtained from a random sample of 77 feedlots widely
";distributed around the State. The sample data were separated into six site classes,
..*iccording to feedlot capacity.

In the actual-firm analysis, a quadratic least-squares regression curve was
fitted to the observations for all the firms in each size class. This equation e,-
pressed nonfeed cost per head per day as 'a function of the feeding ratio.

For the synthetic-firm analysis, a model feedlot was designed to represent
each size class. The average characteristics of all the observed firms in each
size class were used as if they were the actual record of a single firm with capac-
ity set at the group average. The feeding ratio was then allowed to vary from one
budget ta,another, from one-third to lull utilization of the facilities. One point on
the synthetic firm's shortrun Cost curve was derived from each budget. A curve
was then drawn approximately through the plotted points. A 120 -day feeding period
was assumed, and each lot was assumed to operate continuously and at the same
capacity throughout the year.

The shortrun average cost curves obtained from actual firm records and from
synthetic-firm budgets are quite similar, indicating that with a given size of plant
the average nonfeed cost dee es sharply as the feeding ratio, or degree of Ant
utilization, is increased. the synthetic-firm analysis and the actual-firm
analysis provide evidence of a downward-sloping longrun average cost curve.

Average cost was measured as nonfood cost per head per day, less a credit of
0.88 cents for manure. For the smallest class of feedlots, those with less than
1,200-head capacity, average cost was 11.77 cents nonfeed cost per head per day.
Those small feedlots fed an average of less than 800 head per year. Average cost
was found to decline steadily as feedlot size increased. The largest size class in-
cluded feedlots with more than 14,000 head capacity, feeding an average of more
than 35,000 head per year. These large feeding operations achieved an average
cost of only 7.89 cents, roughly one-thirti less than the average cost of the small-
est class.

The synthetic-budgeting results showed approximately the same size-efficiency
relationship as the actual-firm analysis because average or typical plant character..
istics were budgeted. If the budgets had been based on advanced technologies and
above-average practices, the two relationships would probably have been quite
different.

03-133 0 - 33 - pt.611 31
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Model Feedlots With More Than 3,000-Head Capacity, Imperial Valley, Calif.

Cost analyses can be conducted using various degrees of abstraction of actual-
firm characteristics. At one extreme are studies such as the preceding one by
Hopkin in which firms are synthesized to reflect every detail of the average .or
typical plants found in various size classes. This procedure produces size-efficiency
relationships that are geared to presently existing practides and facilities,' many of c'
which were initiated long ago and have become outdated. At the other extreme are
studies using the economic-engineering approach (73); In this iiliproach, various
firm sizes are budgeted with no regard for average or typical situations, except to
assure that the arrangements are feasible and realistic. Thum method produces re:.
sults that are relevant tattle firm in its planning stage, when the entrepreneur seeks
the specifications of various plant sizes, and is interested in a comparison of the ef-
ficiency and profit attainable with each size. Presumably, the planning entrepreneur
is concerned with the molt efficient and profitable plant designs In each size class,
rather than typical or average situations based partly on outdated technology. King's
1962 study of feedlots in the Imperial Valley, Calif., is an excellent exampleof the
economic-engineering (synthetic-firm) type of budgeting analysis (73).

Average nonfeed cost was found to decline from 7.19 to 5.57 cents per head per
day as the number of cattle on feed at one time increased from ,abolit 11,000 to 68, oop
head (fig. 10). During a 120-day feeding period, this cost reduction would result in a
savings of nearly $2 for each steer fed. _These average cost figures are based on.full
utilization of the feeding facilities, with all the pens filled to capacity during three
120-day feeding periods each year'. Alternatively, if these model feedlots are oper-
ated throughout the year with pens partly empty, average costs rise sharply., For
example, if the largest of the model feedlots is operated all year with the pens only
60 percent full, average nonfeed cost rises from 5.57 td 6.7() cents per head per day
(table 8). This amounts to a difference of nearly $1.50 per head for a 120-day feed-
iitg period.

King also examined another kind of plant underutilizatton, in which the pens are
kept full only part of the year and the operation is closed down during the remainder
of the year. This kind of underutilization also increases average cost per unit. For
example, consider a feedlot designed for 6, 000-head capacity. If this pliant were
fully utilized throughout the year using 4 120-day feeding period, approximately three
batches of feeder cattle could be fed and the average nonfeed cost per head per day
would be 6.8 cents. But if the operation were closed down after tha first batch,
average cost would nearly double, rising to 12.6 cents. Thus, the benefits of large
dcale operation may be offset if the facilities are operated at less than full capacity.

Each of the five model feeding operations was organized to provide full utile/. ation
of a specific size of mill; the five mill sizes had rated capacities of 5, 10, 15, 20, and
30 tons per hour. Five model feedlots with designed capacities of 3, 760, 7, 520, 11,278,
15, 030, and 22,556 head, respectively, wore synthesized on the basis of data from a
sample of feedlots and from other sources. Mill construction costa and specifications
were obtained from ineed mill construction firm. Cost rates for electricity, labor,
and other inputs were act at locally prevailing rates and checked for consistency
against the feedlot sample data. A sample Of 12larg6 feedlots in the Imperial Valley
of California provided information regarding requirements for equipment, labor,
veterinarian's services, medicine, and various other input data.

.57
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ECONOMIES OF SCALE CURVE FOR NONFEED COSTS
OF OPERATING MODEL FEEDLOTS
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Figure 10' .,
.. ...

The costs of fixed items ouch as taxes, ineumure; dePreciatioo, interest,
management, and office expenses were tabulated separittely.ae a -series of lump sums.
Cost items that varied with the number of head fed or, Weiptonnage -of feed ted were
treated as variable costs. These,included electricity; -evipment repairs, gas and

*oil,' telephone, death lone, veterinarian's services, medicine, awe labor other than
management and office staff. Total annual cost of each, variable resource wan calcu-
lated as a linear, function of either the number-of animal days (number of days .of op-
eratio6 per-year ,times average number of ftead'on feeci at a given time), or the total

. ' tonnage of feedfed. Since'the amount of feed fed pet- head per day wae.'aesumed to' be
constant in this analysis, it-was possible to convert thhe linear cost functions from
one form to the other. In this way, average cost c9u1d be preientq as a function'of
either animal days or tonnage of feed fed;: ;'

. s- ''
The cgsts dtrived'in this study are lower than those derided in the Hopitistudy

by about 1. S cents per head Fier day. The model, feedlots were iasumed to dperitte at
80 percent of maximum rapacity for this Comparison. This cost difference reedits
prim'arily from the fact, that King's budgets reflect better-than-average or advaliced
technology-and practices, while fropkin's budgets are based on average or typical
situations. . i`
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Table' 8.--Nonfeed coat per head per day for model feedlots operating at'full capacity and at 60 percent of capacity in the Imperial Valleyof California
0 ,

: ''.44. : When operated at various percentages,

Feedlot mall
. of maximum annual outputs

caPaci2 'capacity:head on fYeed Cattle fed per"'
AVerage cost 2/at on& time :

per year 1/

100 ,percent ;60 percent' 100 pefeent ;60 prcent
r : ,

Tots Number Number Dollars
3,760 : 5 11)280 6,768 7-.197 I 3 2.0

,41 11,280
';',15,040

/22,5600

: 10
: 15
: 20
: 30:'

.. 22,560 13,536 6-,:1.8

. 33,840 20,304 5.92
45,120 27,072 , 5.7567,680 40,608 - 5.57

t1

/ Assuming* a 120rday feeding period and 3 lots per year.2x Cents per head per day.,
"

So4,ce: al, tables 9. and 10). n'
0. .

Model Feedlots in Colorado

Dollars

9.33
7.75
7.35
7.08
6..79

A study of feedlots in Coltorado cmhpleted by Minter and this writei'in. 1905
employed essentially the same analytical techniques as Kinetl study, with some0 modifications and ektensions.., Feedlot capacities ranging from 135 to 15,300 headwere examined (M.

,.When all resources includink the operatorq, labor were charged at going market
rates, the model feedlots ,effected important savings by awning a feed mill of a size
apprapriate to the scale of the operation. For dkample, fot a feedlot With a 3, 150-head capacity feeding operation, st 15-ton-per-day feed mill provided lower average
cost than equipment combinations having no feed mill or than any of the larger sizes
ofonill considered (65, fig. 6). Even'with a very small feedlot designed with only135-head capacity, an 80tonmill provided lower average nonfeed cost.than any of the
nenmill equipMent combinatidns .considered. As more feeding space was added and 5more cattle were fed with this 8-ton"2mill', average cost dropped sharply, reaching a ).minimum at 1,"5001-tead capacity. Beyond 1,700-head capacity, feeding operations
that used this small feed mill had higher average nonfeed cost tha:n operations,Using ethe larger mills (figl.

The size of .zied mill that provided the lowest possible average cost per head
fed per day and per huiidredweight.of gain is 'shown for various feedlot sizes in table 9.It was assumed that each steer gained an average of'2.57 pounds per day during a
169 -day feeding ppriod, and that the feedlots Were kept essentially full throughout
the year. Thgse cost data indicate the average cost of owning and operating various
sizes of feedirtg open tions, exuding the cost of feed and feeders, which are assumed

Nto be' constant and, erefore, pot to affect economies -Of size.
N.4 59
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Figure 11

Table 9.--Economies otsize in feeding yearling stases in'Colorado.

Least-cost point

Siztof feedlot :Size of least.: Average total coast
(head on feed :cost feed mill: :

'at one time) :per 8-hour dayaledlot:
11 , sire :,

Per head fed
-, :re.t pound

of gain:
.

. ' . ! 169 days ! Plx day .

135 to,1,700

1,700 to 4.000 :

'4,000 to 9,000 :

9,000 to 15,300 :

Tons Head Dollars Cents Cen6

1,500 16.37 9.7* 3.8

,15 ' 3,500 15.15 9.11. 3.3

50 8,100 14.66 '8.7 3.4

100' ' 15,300 14.10 8.3 3.2

, - , -
1/ Each of the least-cost equipment combinations includes powerboxes

.

.
rather than hand-sCoopsUovels for distributing the feed into the'feed
bunks. 4.

Source: (65).
60
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The small model feedlots with a caimeity for 135 to 4700 head omfeed at one ,
time operated.hcest efficiently using.an 8-ton feed mill and powerboxesto distribute

. the feed intoihe bunks. iFeedlots in this size range were designed to be operated by
,00ne or two men. The avenge cost fora 1,500-head feeding operation was 3.8 cents

ptr pound of beef gain. For larger feedlots having between Ir 700 and 4, 000 head on
fe'd at a/tinfe, the 95 -ton feed mill was molt efficient; iirthe 4, 000- to 6.,'000-heati
ifize range, the*50-ton mill was most efficient. Beyowl 9, 000-head capacity, the
100-ton mill was most efficient, providing an average east of only 3.2 cents per
pound of gain for a feedlot with 15;309 yearling steers on feed at a time. This was
only slightly wore efficient than the 1,500-head operatieni using an 8 -ton mill - -a
difference of only 0.5 cent per pound of, guin. These findings indicate that the tech-

:. nical'econinies' of size attained by feedlots feeding over 1,500 head itee teo,small to
have any appreciable effect on the average coat of prOducing beef or, consequently,
on the wholesale and retail prices of beef. A slight variation in the purchase pride
of feed or of feeder cattle, or in the sale price of fat cattle, could exert a consider- .
ably stronger effect on average cost and the profit margin.,

However, tlilight gain in efficienEy attributable to economies of size is gl to
significant in terms of the overall cost and profifof a large feeding operation. For

. example, because of this 0.6 cent/difference In average cost, a feeding operation
handoling 15, 000 head of steers at a time would have considerablyLlorer total costs--
a savings of more than $70,.9A0 annually- -using a single feedlot with a 100-ton feed*

, milliptead of ton 1, 500-lead feedlotsseaeh using an 8-ton mill.
k,2

When jirices arc favorable, large feeding operations realize very high profits.
But when prices are unfavorable, they incur sizable losses.

0

, The model feedlots. were sasq analyzed. for4 operataif at less than full capacity.
The results indicate clearly thit.the advantages of largo -scale operations are attained
only when the facilities are fully utilized. Excess capacity in the mill or feedlot
facilities greatly increased average total cost'.

. ,

The bait data were obtained chiefly from a sample survey of feedlots and from
feed mill construction firms: Four mill sizes were considered, with rated capacities
of.0, 15, 50, and 100 tons-of feed per 0-hour day, according to manufacturer's speck-
fixations. For edclumill size, various levels of feeding space.,and the associated facili-
tied were examined, ranging from a relatively small feeding capacity to sizes that re-
quired using the mill beyond its rated capacity. in cases involving overutilization,
additional use-depreciation and overtime, pay were assumed to occur./

some of the smaller feedloe were designed without feed mills,"tand it was
assumed that commercial feed .Mills would process and mix all the grain and con-

, centrates fed to the cattle. These small feedlots..were designed ivitlr two alterna-
tive equipment systems. Roth systems used tractor loaders and grain augers for
loading the feed trucks. But one system used hand-scoop-shovels for unloading the
feed trucks into the feed btaiks, and the other used powerboxet (self; mixing. self -
unloading feed units mounted on 'trucks). Four other equipment combinalionswere
designed, each having a specific size of operator-owned feed mill to process, mix, L

and load the grains and supplements into the feed trucks.. AllYour of these mill com-
binations used trucks with powerboxes to distribute the feed into the feed bunks. Feed-
lot areas with capicities ranging from 135 to 15,300 head of Yearling steers were
analyzed in conitinction with the Mx specific equipment combinations. Several realis-
tic combinations'of feedlot area and complements of equipment were analyzed..

El
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'throughout the entire range of feedlot sizes analyzed here, least-cost operatioirwas
achieved by the operator owning an appropriate size of feed mill, rather than Wring
the concentrate mixing done by a commercia,mill, and using powerboxes -rather than
hand scoops tq, distribute the feed into the feed bunks.

In the basic analysis, the feeding aria was assumed to be fully utilezed through-
out the year. The feed mill was allowed to operate at less than full capacity in naves
where the assumed pen,eaparity was less than mill capacity" herein lies one of the
basic Iliffel.eniies between tits study and King's study. King viewed the fixed plant as
being both the mill and the feeding facilities, whereas we assumed a slightly longer
planning horizon, considering only the fixed and allowing the quantity of feed-
lot area and feeding facilities to vary: In botfi studies, points on the shortrun most
curves represent various degrees of utilfzation of-the fixe(1 plant. In each study, a
smaller number of cattle fed per year implies a leaser degree of utilization. How-
ever, as King reduced the number of cattle fed, he held pen capacity constant, at the
level corresponding to the largest potential feeding capacity of the This am:suited
to varying the feeding ratio--the number of head fed per year for e 1 -bead unit of
feeding space, assuming a given length of feeding period. Ih.our Colorado study, as.
the number of cattle fed was reduced, the feeding area was.reduced accodingly, with
mill size held fixed. Thus, the feeding ratio was held constani.'.

This divergence in procedures and assumptions alters the shape of the shortrun
average cost curves. King's ccurves are steeper than ours, because his concept of
un riltilization allowedrexcess capacity in both the mill ,and the feeding.facilities; in,
our oeedure only the mill was allowed to operate at less than full capacity. Both
proce es' are correct for their respective planning horizons,. In the longrun set-
ting, where alb resources are allowed to vary, both prseedures give identical' results.'
An envelope cuiye drawn tangent to the shortrun average cost curves will have the
same shape and height, regardless of the planning horizon selected for examinatlon
of shortrun situations.

-

Results of the Four Feedlot Studies

One general eons usion an be drawn from these studies: , For feedlot's above a
moderate size, say 1, 5 - to 9,000-head capacity, the technical economies of size
attainable are relatively nimportant--only $1 to $2 per head fed. These relatively
small savingS can be ea ily surpassed by a small difference in the price of feed
Or feeder cattle. A feedlot operator whose operation is small enough to,allow him to
"shop around" and save L,tiollar a ton on his hay price, for example, or 50-cents a
hundredweight on his feeder cattle; can often realize much'greater savings in this
way than are attainable through the technical economies of size. Thus, the possible
pecuniary (buying and selling) economies and diseconomies of size may be very im-
portantin explaining changes in the beef feeding industry.

. 4

Dairy

The emergenee'of new forage production technologies, milking pdelor systems,
and housing arrangemenjts in recent years has opened up new possibilities of econo-
mice of size in dairying. Availability of theso'new and efficient techniques -psi the
increase in wage rates have augmented the interest of dairy farmers and others in
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the question of econOintes of size. Changes in the size distribution of MAW farms
have led to concern over concentration of production and its effect on the survival of
small dairy films. For the country as a whole, the number of dairy farms having
fewer than 20 milk cows decreased sharply during the 10501s. Meanwhile, the num-
ber (if dairy farms with 30 to 09'milk cows increased by more than 00 percent;and
tire number with ,h90,milk caws or more increased by 82 percent (table 10). Thus,
the strongest percentage increases occurred among the herds of me:Mum size--30 to .
09 head--while the very large'dairy herds remained few in nuirer.

These facts raise a question concerning the economies of size in dairying.,;Fnir
economies of size studies for dairy farming are summarized and interpreted here. ..

)1/4.

Table 10.-..Changes in sizes of dairy farms, United States, 1950-59

Number of milk cows
Farms having apeeilied number of.. milk cows

i' 1950 : 1950 : Percentage
; change k

1 to 19
20 'to 29

30 to 49 - --

450 to 74

to 9,9

1.00 or more

Total

500 to/ 999

...

N.unhsr

. 3,465,526

11 ,259

799

10',209-

2,871

3 593
6

1,000,'or more.2.- . .

3..(148,257
:

N.A.

Number

1471,496
140,714..

89,315

22,336

5,604

6 551

1.036.121

177

34

Percent

-54.7
+18.1

+90.8

+118.8

45.2
+82..3

-49,7

N.A.

'N.A.

Cource: (122, table 26).

New England Dairies

A study conducted by Fellows, Frick, anti Weeks int952 was designed partly
as a means oLteriting the synthetic -firm budgeting technique in examining economics
of size (39);

model New England dairy farms with 35 or more milk cows were found to have
signiaantly lower average total cost per unit of output than the smaller dairy farms,

'under the prices and technologies applicable in 1052. The average cost curve was
03
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approximately flat from the 1-man, 35-cow farm to the 3-man, 105-cow farm. These
resultsre consistent with the broad changes in the size distribution of New England
dairy farms during the 1050's. The number of farms irk that area having less than 20
milk cows decreased steadily during the decade. Number of farms with 20 to 20 cowl
declined only slightly. Farms with 30 to 40 cows increased by,nearly 50, percent; and
farms with 50 cows or more doubled in nqrnber (128, pp 528-520). -

nix study provides a good example of budgeting 9 alysis employtng a Vat lety
of assumptions about the residual claimant'and the cost of the operator's labor and

. management. Three alternative forage harvesting to niques wore ernsidered, along
le with two alternatOe wage levels (41,5(10, and $2,000), for regular hirealabor. Tliat Sir

residual claimant was initially assumed to be entrepreneurship. Operator labor and
olanagement were initially valued at $2, 000 peryear, but this value was also set at
levels varying from zero to $4,000 for purposed of compiiison. Figure12 shows
the resulting average total cost curves using-ilternative schedules for the cost of

"-the operator's labor and management,
A .

carve 1 saws how average cost varies with size of dairy farm when the cost
of the operator's labor and management are held constant at 000 per year for all .

sizes. The left-hand portion of the curve is quite high, becatuOhe fixed costs are
spread over relatively few units of output. As the size of firm increases, the curve
falls sharply, reachilig a minimum oil $2.04 per hundredweight of milk on the 2-man
farm-with '10 mills rows.

Cows}.] shows that when the opportunity cost of the operatbr's labor and man-
agement increases with farm size, the 1-Man, 34-cow dairy achieves an average
total cost tl at is within a few cents per hundredweight of that achieved by larger

I
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farms. The budget costs underlying, curve 2 are identical to those of curve 1,.
except that the opportunity cost of the operator's labor and managenient is varied
from $1,0..00 to $4, 000 as the size of firm increases. Implicit in this cost schedulei,
is the assumption that (a) a farmer who (Verities a large dairy has a higher oppor-
tunity cost or reservation price than one who operates a smaller dairy, or (b) at)
operator places a higher reservation price on his management services forcoor0i-
nating and supervising large dairy than fdr operating a small one. The average
colt curve (curve 2) remaining from this assumption is considerably flatter' than
curve I, where the cost of the operator's service is kept constant at $2, 000.

_

Curve 3 18 baseon the operator's personal cervices valued at zero, imply-
ing that the residual claimant' now includes operitor labor and management as Well
as risk-taldng. This is the shortrim emit curve as viewed by dairyman who plaCei
no.reservation price on his own labor and management and Considers hicppportunity
cost to be zero because Of limited employment possibilities.. This is alsolthe reit -
vant average shortrun cost curve for a person with a full-time off-farm job, who
uses the dairy enterprise is a supplementary source of income. In this case, the
operator would correctly value his personal services at zero in calculating the av-
',rage total cost of producing milk, if luiplaces no. reservation on the time he spends
on the dairy enterprise. Curve 3 reaches its minimum iloint of $2.21 per hundred-
weight arnilk with the 1-man, 33 -cow dairy.farm. The farmer could remain in pao-
duction indefinitely, meeting all out-of-pocket costs and depreciation, if the price
remained at this level. But he would receive no return for his labor, minagement,
and risk - taking. runny living expenses and debt repayment would have to be met
from the return to owned capital and from other sources.

Iowa Dairy-Cash Grain Farms ,

A study, conducted by Barker and Heady in 1060 considered 1- and 2-nian farms
in Iowa producing milk and cash-grain crops (3). lierd sizes up to 64 cows were ana-
lyzed using linear pro_ gramming to select the optimum crop rotation. Technologies
analyzed included the stanchion barn system and four parlor systems: 4-abreast,
stanchion parlor, 3-stall, 0-stall, and herringbode. The residual claimant included
operator management and risk-taking. It was found that,on a 1-man farm with 14 cows,
156 acres of corn-corn-oats-meadow rotation, fand;$77,000 of capital (including live-
stock), gross income would just cover all costaincluding the opportunity cost of the
operator's labor valued at $2, 500 per year, plus 61percent interest charged for fixed
capital and 7 percent for operating capitsl. With lids size of farm, theoperatM would
be fully employed, and expansion in cArrn siz13 would require hiring another full time
worker. The wages ora hiredman were kteStiqed;o be $2, 560 a year r,

/
The 2-man farm achiefedt0 bfnak-even point at a herd size of 24 cows, with

300 acres of cropland candMi3roilthan,$t00,000 of investment. Beyond this s rze,
average coat, t;ontintiee td- Ruffle sharply until a herd size of 32 coworis riaidind

At 7,40,0,1 tie 'cost:revenue ratio is slightly over 0.b0, and Most of the1; ,f
COif ,e(..shOtiO#AAtaitOttilttained. Only, a slight reduction in the costret.zenue
is experiebe4.**4*-*0 is expanded to 58 cows, 470 acres of cropland,
$192,000 of ciffit~td.this size, with the labor supply held %it 2.25,man-siearS;
the average' cost cuscie iii the 'Iowa dairy-cash grain farm urns =

ti

00

4 ti
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Figure 13

Very small farm sizes are. depicted is tiling quite inefficient. is is partly
because the firm is viewed in the conventional ways as simply a producer of farm
products. Consequently, The coat of the operator's labor ($2, 500) and the cost of the
other fixed resources are spread Over relatively few units of output, leading to a high
average total cost. 'This formulation is correct for..farmers who operate-imall farms
and have no other source of income resilife, the operators of many such small
dairy farms also engage in some custom work or have off-farm jobs. If the small
dairy farm is viewed as a goods-andrservices firm, not all of the annual cost of .the
operator's labor would be necessarily,charged against the farm enterprises.

Taking all these ineorne sources together, the small dairy farnirin-rell life
probably is not as inefficient as Olt sharply sloping envelope curvAsiXuld
Nonetheless, Ithe ,numbert of Iowa faiths with fewer than 30 milk cows decreased
sharply during the 19501s, while the number with 30 to 74 milk cows nearly tripled.
,Large dairies (75 cows or more) increased by only 38 percent during the decade
(128. pp. 528 -529).

.

GT3

a.,

489

it



3538

sre-°; Arizona Dairies

Martin and Hal in a 1962 study attempted to provide an insight into the nature
of the right-hand piortiona -of the envelope curve for diiries (84). Dairy farms

A ranging in size tram 30 to 011 cows, with a labor supply of from 1 to 13 men,
were surveyed.,

.Initially, average costs were calculated for synthetic dairy firms, assuming
management and prcalucti9n per cow typical of each size group. Figure 14 shows
that the average costs {curve 5) declined sharply up to a herd size of about 150 head,
falling gradually to a minimum of $4.86 per hundredweight%f milk for a herd size
of 2)50 to 350 head, and then rose to $5.27 per hundr dweight as herd size aplfroached
GOO head.

. For comparison, the budgets were recalculated, mourning above-average man-
. agement and holding production at 12,000 pounds per c but still using the barn
System typical of each sizb group. The resulting avera cost curve (curv.e 4) was
considerably lower and flatter than with typical managem t and production, reach-
ing approximately minimum average cost of $4.68 per hundredweight at a herd size
of 150 head, with a 3-man labor force. Average cost was found to be nearly constant
over a wide range of farm sizes, from 150 cows to the large t size analyzed (GOO cows),
with the labor supply varying from 3 to 12 men, and with valu of investment rising
from about $100, 000 to more than $350, 000.

To establish the characteristics of the Synthetic firms, a\otal of 37 carefully
selected dairies wore arranged in six size groups, depending on Pacll dairy's milk

LONGRUN AVERAGE TOTAL. COST CURVES
Ariiona Dairy Farms
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base (quota). Typical combinations of hind, improvements, and dairy equipmerit
were used to form :a* "representative" dairy farm for each'of the six size categories.
Each typical situation was adjusted to.eliminate excess capacity, based on the carry-
ing of the milk barn and bulk tank. Investment caste used in calculating
interes depreciation, taxes, and insurance were.based on current replacement
costs. Yearly salary for hired labor was calculated at $4, 800, including perquisite.
of about $725. Operator labor and management were included with risk-taking in
the residual claimant.

Production per cow and cow price. were found to vary. with herd size. A
variety of assumptions were employed in the budgeting analy.is to indicate coat
curves with high-pAducing ver.us low-producing cow..

Survey data indicated that management difficulties typically began occurring
near a herd mite of 150 to 175 cows. This problem was manifested in three rye:
(1) Feed waste increased with herd mite; (2) it became difficult to Vary the level of
grain feeding relative to each cowls production as additional cows were added, be;..
cause of the variation among cowilltarxi (3) the manager's supervision and coordina-
tion duties became itt difficult-a. the herd mite and labor force increased that he had
no time to look.for saving.'in put'cliamirig feed.. This seems to be an example of
diseeonomie of size: However, if the herd mites and resource saltation' exaMined
in this 'study had included the possibility of hiring additional management services
and specialized purchasing personnel, some of these management problenis might,
have been Overcome, though probably with some ripe in management costs. Type of
milking barn on the survey farm varied with herd Size. StanShion barns were typical
of dairies with fewer than 100 cows. Bucket-type milking machines were used on.
dairies ranging from 30 to CO cows. Dairies with GO to 100 cows used pipeline inatead
of bucket milkers. .Milking parlors were typically found only on farms with more than
100 cows. The 3- stall, deride- opening parlor was commonly used by 100- to 158-cow
dairies. Walk-through parlors were used by. most of the dairies with; from 150 to
over GOO cows. These typical milking barn systems were assumed in constructing .
the budget. for the different dairy sizes.

The analysis did not consider alternative milking-barn technologiett-for each
size groflp. The herringbo aei not considered for any size group. Resats
of other studies indicate that even for dat as small as 40 cows the milking parlor
is considerably more efficient in the long run an e stanchion barn, and that the
herringbone parlor is more efficient than other r.systems in many eases. C17, 3).
Therefore, the envelope curve which the planning firm in Arizona should consider 1-17
probably lower and flatter than suggested by the curves presented here, which reflect
"typical" barn technologies for each size group. - advanced technology, the
'Arizona dairy farmer could probably achieve hily efficient production and realize
most of the economies of size at a much smaller herd alto than the 150 -cow size indi-
cated in this study.

Even so, the cost-effiCiency relationships derived in Oda study are consistent
with trends shown in the 1959 Censtis of Agriculture (128). The number of Arizona
farms having leas than 75 milk cows declined sharply duringthe 195018, the number
of farm. with 75 to 99 cows .remained stable, and dairies with 100 head or more
tripled in number, rising from 40 to 12G farms. In 1059, five Arizona dairies had
more tha11 500 cows.

68
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.Minnesqta Dairies

Buxton conducted a completely eyhthetic analysis of Minnesota dairy farms in
1964, using linear programming to select the least-qost cbmplement of machinery
and the optimal farm plane for herd sizes up to 90 cdivs (17).22/ 'Alternative farm
enterprises considered were hogs, corn, and soybeans. The dairy enterprise ac-
counted for at least GO percent of gross income op the synthesized dairy farms. Sev-
eral alternative housing and milking arrangements were considered. One-man sya-
terns included stanchion baAis and three sizes of hgrringbone parlors (double-4,
double-5, and double,-G). The only 2-man System inalyned was a double-8 herring-
bone parlor. Operator labor end management were included with risk-taking in the
residual claimant..

Virtually all the economies of size were achieved by a 1-man, 48-cow dairy,
using a double-6 herringbone milking parlor (fig. 10. The farm pilancalled for
more than $160, 000of investment capital, including 290 acres of land and a 3-plow
tractor and complement of machinery. Average total cost per dollar of gross in-
come was about $0.84 at this point, with a total return tit) the operator's personalsorvsice of almost $5, GOO.

471'

The 2-man dairy achieved a slightly lower cost:revenue ratio of 0.82 with an
87-cow, 490-acre dairy farm. Net operator income was about $11, 000 and resource
requirements included more than $260, 000 of investment capital.
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22/ Buxton is currently examining larger dairies--over 90 cows.
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. , These results are relevant to the ,planningrdairyrnani beoinsethe analysis
?'

considgred the highly efficient new Inilking7parlor technologies. The 1 -man dairy
-.can achieve considerable reductiObe in. average. cost' y expanding herd size to about '..\

s"--,,- -1?8 ciin4a;* Only sligteradnetienaltre-aehievednalierd Size ra,,ubled-aild,`.regbiar '-
'.1aborerls hired. ,Butbecause of largei volume, the total kait accruing to,the

i-man dairy is,sbont,double that accruing to the -1-marr.unit.'
-. , I .."

.. .1 "..;Dirit'ethe 19 §0.1g, the ntinber. of Minnesota:farms withfewer thali 20 milk cows
dechne&-sharply. NuAtber of farms With 20 t(!). 29 head nearly doubled, and those bay-..,_ ,-. ....

ing'.30 'CO 99 *lit cows qiiadrupled. l'ileanuntter of very large dairies rernained,small:
in 195k,thezq'were only 49 Mi,nriesoia farms withj00'.ormoretnilk cobisa, compared
with25 faiiiis in 1950. Thus, it appears that although many Minnesota dairy farms'
are tendingtoward the, more efficient and more prop:eat:leherd sizes, very few are .

ventbring.beyond the 100-cow size.
a ...

/ . .1c.
,- ..

n,
a.

t

...
, ' Red

-7-*A

ults of the. Four Dairy Studies_ \ ',,,
!

, 1

.
R es ults °of the four studies discussed in this section are,Pot directly comparable.

'.First, the assumptions and procedures varied from one study* the next. Different
. ,

4. 'depreciation. schedules, salvage values, interest rates, and other input prices were:
usedz4andthe Studies varied as to whether Operator labor and 4nEuiagement were in-- -..

, eluded in the residual claimant. .Second, no common measureOf average total.coit
is a,vailiblo. The cost per hundredweight of milkas preeented'in the New Englaffl,.
and' Arizona studies is mot directly comparable with the coat:revenue ratio a the
miatiple,product' farms ,analyzgd in the Iowa -and' Minnesota Studies, Calculating.
the cost per hundredweight pf milk -for a ,multipleproduct t4t,rn (as in the Iowa
study) involves' an arbitrary allifeationiof fixed costs to the dairy enterprise. Several
.alternative (and equally valid) criteria for allocating fixed costs are available, and
qach May pitre.a slightly different answer. Thik difference in procedure further con-
,founds the coniparisona.

.

A,third 'end more serious reason why the results of thesefour studies cannot '-
be directly compared is that they differed in the degree to which the synthetic -firm
'esonomic-engingeri4 approach was used. TheIowa and Minnesota studies consid-
erld modern milking parbOr arrangement for all dairy sizes, not limiting the re;
source combinations to those found on existing ferias .4. The Arizona study contikidered

'only the typical barn technologies for each size group as they were observed In the
sample dairies, -Likewise, the New England study considered only those technologies

- in use at.the tithe (about 1950); these results are not:applicable to today's planning

fipipt
0

The U:sva and Minnesota studies examined 1-man and d 2-man dairies with herd
sizes of less than 100 cows. Most of.the economies of size were found to be attain-
able by a 40-to 50-cow dairy farm, provided the operator had sufficient manage
ment ability and could' gain control of,more limn $150, dba of inwestreent capital.
The Minnesota study indicated that the 1-man dairY farm could realize little, if
any', increase in efficiency bydoubling farm size and hiring an additional worker,
but the increase in volume would give rise to considerably,bigher profit.
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V' et -V .* In examining larger dairy. farms, the Arizona study sheWed that resource vari-.ability becanie troublesome with a herd eize bf about 150 head, as it becarne difficultfort4e,manager to see that .qach eovi*as-fed.accordingteber-production.-:
-Adeo,--aa--7theliiiip-ei4iiiion and dotirdinationc.'problems increased with the size of herd and. the ,r force, management experienced increasing difficulty in coping with feed price. ',inte:ertainty, because there wasynot enough dritme for nahepping ounci" in buying feed.hinip the larger Arizona dairies show ha& resource. variability and nnciftaintlead

,, - . '
to serious problems for the limited CoOrdinailon and supervisionyresoilices4
individual firm. . . s

.,. . 1, . . . c4 . ...- None of'the empirical studiejo.,okisidered the possibility of hirindadditional .
4management resources. Nor diaihey consider the use of modern milking and hbus-.ing systems for very large dairy 'farina ...yie do not yet know whether the increased'complexity of a large, modern, welk-Prgafrnized dairy. farm would require dispropor-.:tionate fncreasegin managementAPOS' and costs. Howe4er, the 1959 Census ofAgriculture (t28) shows /that .tienniber of 30- to 100-cow dairies is increasing

more rapidly than the number of larger dairlea, and tht relatively few, firms areattaining the very large herd sizea.- ,Thus, Ale. survive ship principle (that only theMost efficient sizes survive.ithe long run) suggests that very large- dairies are notinherently more efficient than Medium.-siFed. dairies:. k
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